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CHAPTER I 
STATEMENT OF THE PROBLEM 
The inability of college and university graduates to find jobs or 
jobs commensurate with their training is a growing problem in many of 
the world's industrial countries. According to the Chronicle of Higher 
Education (1976, Vol. 7}, the French university system is sometimes 
called 11 the unemployment machine ... Many of the country's 760,000 uni-
versity students drop out before completing their courses. For those 
who do earn degrees, jobs have become increasi~gly difficult to find. 
One estimate indicated that half of the university graduates in recent 
years had been unable to find jobs. 
Sweden, after eight years of planning and debate, had adopted a 
series of reforms that will, among other things, adapt access to higher 
education and training available for students to future manpower needs. 
The Swedish proposal took form in part because of widespread unemploy-
ment among university graduates in the early 1970s. 
Higher education in Japan played an important part in helping the 
Japanese to transform the nation from a developing country into the 
modern state it is today. In Japan, institutions of higher education 
are broadly classified into three types: colleges and universities, 
junior colleges, and technical colleges. Colleges and universities num-
ber about 400, of which 200 have graduate schools. Junior colleges, 
which number 500, offer two-.or three-year programs. The rate of 
1 
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graduation among college age population following such advanced courses 
in 1975 was 34 percent (Statistical Handbook of Japan, 1977), but these 
College and university graduates have been facing difficulties in find-
ing jobs adequately matched with their training in recent years. 
Whether the under-employment of highly educated graduates in Japan 
is a short-term phenomenon linked to the worldwide recession of the 
early 1970s or is due to a shift in the need for trained manpower, is a 
question hotly debated but unresolved. 
In the United States, concerns over unemployment and under-
employment of college and university graduates has been voiced for sev-
eral years. According to Richard B. Freeman (1976), the under-
employment of university graduates in the United States will continue 
until at least the mid-1980s, when the number of college-age people in 
the population will drop. He found the tollege job market underwent an 
unprecedented downturn at the outset of the 1970s. Earnings of new 
graduates dropped, while employment prospects and occupational ·attain-
ment diminished, and large numbers of new college graduates were forced 
into jobs previously considered beneath them. Overall, Freeman found 
that college may be eminently worthwhile for non-economic reasons but 
that when it is viewed as an investment in generating future income, 
it no longer pays off very well. He warned that the economic position 
of new male college graduates is like1y to remain depressed through the 
end of the 1970s, but will improve moderately in the early 1980s and 
rapidly in the late 1980s, though not to the boom conditions of the 
1960s. The improvements, however, will result from reduced supplies of 
holders of bachelor's degrees due to declining college enrollments. 
Regardless of whether the current problems of under-employment and 
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unemployment among university graduates is a cyclical or a permanent 
phenomenon, it has raised serious questions about the role of systems of 
higher education in virtually every country where it has appeared. 
Purpose of the Study 
College education has traditionally been a major route for social 
and economic advance in the United States and Japan, providing indivi-
duals with training that promised high earnings, and providing the 
nation with scientific and technical specialists and skilled white-
collar workers. College graduates have had a preferred place in the 
job market, more interesting and prestigious jobs, higher incomes, with 
less unemployment than the general population., Viewed as an economic 
investment in skills, college training has been highly profitable to 
individuals and to society, and it has also been an integral part of 
the people's dream of success and the good life. Economic analysis of 
higher education supported the notion that more is better. The human 
capital school initiated by Schultz (1963} and Becker (1964) found 
that, treated as an investment~ educatiorf·had a substantial payoff. 
Indeed, despite the increased supply of college educated workers for 
both countries, the rate of return on investment in college education 
remained high compared with other potential investments of national and 
private resources. In short, there was a general consensus among policy 
makers and analysts, supported by available data, that college training 
was a fruitful economic investment both to the individual and to society. 
In recent years, however, a very different picture of the college 
worker in the labor market seems to emerge for both countries for the 
first time since the depression of the 1930s. New college graduates 
have had difficulty in obtaining college-level jobs because of deter-
iorated job market conditions. For prospective school teachers, pri-
marily female, jobs in elementary and secondary schools were espec-
4 
ially scarce. Doctoral graduates face less severe but still substantial 
problems of a collapsing academic job market. In some graduate areas, 
such as physics or English, the situation deterioriated, at least in some 
years, to virtual crisis proportions. 
Therefore, the questions began to be raised concerning the econ-
omic value of the college degree. This research had the purpose of 
investigating the economic value of a college education in the form of 
earnings return to the investment in college education, focusing on the 
following: First, the earnings structure of college graduates in the 
United States and Japan was investigated, then differences between them 
were compared. A further investigation was made to find changes in 
earnings structure of college graduates in Japan between 1970 and 1977 
in order to estimate the approximate percentage of under-employed col-
lege graduates in 1977. 
Need of the Study 
The severity of finding jobs for college graduates adequately 
matched with their training varies from students field to field, insti-
tution to institution, and the actual extent of unemployment or under-
employment among graduates is difficult to establish. Nonetheless, in 
' the past several years, events in the United States and Japan where 
either nation classified as a highly developed country and contribution 
of higher education to every aspect of social life were highly acknow-
ledged facts historically, indicate that the problem is a source of 
5 
concern for the college faculties and administrators and also for stu-
dents. Therefore, there is a need to investigate the economic value of 
higher education. This study focuses on the examination of the earn-
ing advantages for college graduates, comparing with other groups such 
as junior high or senior high school graduates in the United States and 
Japan. 
The study covers three subjects: the earnings return to investment 
in college education in the United States and Japan, earnings return to 
experience among general occupational categories, and the role of col-
lege education and of work experience in determining the observed dis-
tribution of labor market earnings at different points in the working 
lifetime in Japan. However, this is not to say that the only impact of 
human capital or of its college education component is on observed 
market earnings and returns. Many could argue that the most signifi-
cant impact of college education is not on earnings at all, but on such 
diverse and diffuse variables as social and community behavior and 
responsiveness, efficiency in achieving welfare objectives within given 
financial constraints, and the development of constructive and cohesive 
attitudes. 
Higher education apparently tends to enhance decision-making 
generally. The probable explanation is that college education increases 
information-processing skills. Thus, in a world in which technical 
change is rapid and new situations are continually emerging, formal 
schooling yields a substantial benefit in enhancing the problem-solving 
capacity of those being educated. 
Limitation of the Study 
Due to the difficulty of collecting data on female college grad-
uates in the job market, the analysis was confined to male college 
graduates only. The male-female segmentation, an interesting aspect 
of labor market stratification, was therefore omitted. In addition, 
other potential determinant variables such as mental ability and 
quality of school which may affect individual earnings capacity were 
omitted due to difficulty of collecting data. The Japanese data were 
obtained from the Basic Survey on Wage Structure, which was available 
up to 1977. But there was a limitation of availability for the Ameri-
can data. Data from the United States Bureau of the Census was avail-
able only up to 1970. Therefore, the comparative study between the 
United States and Japan was accomplished using 1970 data for both 
countries. The investigation which focused on earnings change of 
college graduates using 1970 and 1977 data was done for Japan only. 
6 
CHAPTER II 
REVIEW OF THE LITERATURE 
Historically, the labor market has not been a continuing source of 
concern for higher education. Except in times of depression, it has 
absorbed all of the college and university graduates. It has been 
taken for granted as a generally adequate outlet for talent highly 
trained academically. This has now changed, and may have changed for 
the foreseeable future; the labor market is now a serious concern for 
higher education and is likely to remain so. 
Recently, there has been a lively and rapidly growing interest in 
the economic value of education. This was a new field in the sense 
that several recent studies were based on the human capital approach. 
The economic value of education depends primarily on the demand for and 
the supply of schooling approached as an investment. A number of chal-
lenging studies have been done on the economic components of education. 
Although the findings are still subject to revision as methods of anal-
ysis and data are improved, it already is worthwhile to take stock. 
Following the fundamental work of Schultz (1963), Becker (1964), 
and Mincer (1970), which established both theoretically and empirically 
the concept of expenditures for education, health, etc., as investments 
in human capital, there were great outpourings of statistical studies 
and analyses of income-generating functions, including measures sug-
gested by the human capital approach. These studies focused on the 
7 
relationship between years of schooling completed and other variables 
which may have affected the relationship, such as abilities, family 
background, and quality of schools attended, motivation, geographic 
difference, race, and sex. 
Education 
8 
As with interest in the immediate effects of higher education, 
studies of the relationship between educational inputs and long-range 
outputs such as income or occupational status, are not recently defined 
phenomena. Bridgeman (1930) attempted to explain the success, defined 
as salary adjusted for number of years of experience, of the American 
Telephone and Telegraph Company employers by their experiences in col-
lege. In general, he concluded that rank in class, campus achievements, 
and early graduations, in that order, are significant indices of success 
in the Bell system. He acknowledged that he had no control for indi-
vidual ability. 
Hunt (1963) has done a very impressive study. His data were col-
lected by Time Survey, drawn from alumni records of nearly all of the 
4-year colleges and universities in the United States, and including 
graduates of all ages. He used multivariate regression analyses to 
explain income of graduates by a constructed measure of ability from 
grades in college, extracurricular activities, socio-economic back-
ground variables, years elapsed since graduation, and some purported 
measures of college quality, such as number of students enrolled, and 
expenditures per student. He found that the relationship between income 
and ability, experience, and size of college were significant, but less 
support was found for the argument that prestige of the college affects 
income with individual student ability was controlled. Expenditures 
per student was a positive but relatively weak determinant of indivi-
dual income. 
Most of these studies ·of income changes had found income gains· 
resulting from college to increase with ability, although the pattern 
was not as strong as the 11 ability liturgy 11 would lead one to believe. 
Using 1949 census data, Becker (1964} estimated the overall rate 
of return of a college education to be approximately 13 percent, with 
approximately one quarter of this return (3 percent} based on the 
ability difference between college enrolees and non-enrolees. A 
differential subsidy on the order of 1:1.3 between upper- and lower-
ability groups might be justified. 
Hanoch (1965), based on the 1960 census data, showed the income 
effect of education, especially higher education, to be sizeable. If 
the other variables were held constant, he found the annual earning 
effect on completing college to be between $2,857 and $1,886. 
9 
Concerning the effects of college quality on earnings, Hunt (1964) 
reported that after adjustments for some other factors, graduates of 
more expensive colleges and universities earn about 50 percent more 
than did graduates of less expensive institutions. 
Weisbrod and Karpoff (1968}, reviewing the analysis of earnings of 
college graduates employed by the American Telephone and Telegraph Com-
pany, also found earnings to be related to college quality. Within all 
of the four categories, top 10 percent, remainder of the top third, 
middle third, and bottom third--the relationship was clear. Graduates 
of better colleges earned more. Significantly, there were also differ-
ences in the variance of earnings associated with both student ability 
10 
and college quality. The difference in earnings was larger for students 
who finished toward the top of their class than for those toward the 
bottom, and the differences were larger in colleges of higher quality 
than in those of less distinction. 
Deneve and Mechling (1970) found a similar relationship between 
student ability and college quality. They used instruction cost per 
student as their measure of college quality and verbal scores in the 
Scholastic Aptitude Test as measures of student ability. Discounted 
lifetime earnings varied regularly with differences in both ability and 
college quality. On the ability scale, the differences grew larger 
toward the top. For all students, regardless of the college attended, 
the difference between the top 1.5 percent and the next 8.5 percent was 
nearly as great as the difference between the bottom quarter and the 
group between the 70th and 90th percentiles. 
Taubman and Wales (1972) analyzed the relationship between attain-
ment of higher education, mental ability, and earnings. They estimated 
earnings functions for two points in the individual•s life cycle 14 
years apart, testing for interactions among ability, school quality, and 
years attended, also looking for biases in the coefficient on years of 
schooling when ability was omitted. They alleged that mathematical 
ability, not IQ, was as important as education in explaining the range 
of earnings. The bias, when ability was omitted, was about 30-35 per-
cent at various education levels for mathematical ability, and only 
nine percent for other types of mental ability. They also took a brief 
look at the effects of the quality of schooling using a subjective 
academic rating known as the Fourman Index. At the 11 Same college" and 
11 BA" level, only the highest quality fifth affects earnings 
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significantly for graduates. This was true for the top two undergrad-
uate schools fifth and the top graduate school fifth. Differences in 
income at a given educational level attributable to college quality 
effects appeared to be very large. 
Family Background 
The effect of family background factors on income has also been 
studies. The hypothesis that children of wealthier parents have greater 
earning potential than those from poor parents has been tested in sev-
eral studies. There are four possible reasons for this. First, there 
may be a desire by society to maintain the social structure. Second, 
there may be discrimination by employers who prefer employing children 
from wealthier families. Third, wealthier parents buy more schooling 
for their children because they know the rules of the game--that school-
ing is used as a screen or because it is a consumer good with a posi-
tive income elasticity of demand. Fourth, children of wealthier fam-
ilies could enjoy inherited wealth of parents. 
Concerning the father's occupation effect on the son's educational 
attainment and earnings, Wolfe and Smith (1956) found that this variable 
is of little significance. Among those who attained any particular 
academic level, there is little relation between the father's occupa-
tion and the percentage of the sample in the professions. Within each 
educational group, however, the sons of professional men have larger 
incomes than do the sons of other men. They also found that college 
graduates are much more likely to be professionals than those who are 
not graduates. 
Taubman and Wales (1970) found that among a large group of World 
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War II Air Force officers whose fathers had progressed at least as far 
as the ninth grade earned about $300 a year more in 1955 and about 
$1,200 a year more in 1969 than did those whose fathers had not entered 
high school. 
Blau and Duncan (1971) attempted to find the difference in occupa-
tional status by well conceived measures of family background (socio-
economic status), individual ability, and years of schooling. Their 
model began with two variables describing the early stratification 
position of each person, his father's educational and occupational 
attainment status. It then moved to two behavior variables--education-
al level of the individual and the prestige level of his first job. 
The dependent variable was the person's occupational prestige position, 
somewhat correlated to individual income. The model accounted for 
about 26 percent of the variance in educational attainment, 33 percent 
of the variance in the first job, and 42 percent of the variance in the 
1962 level of occupational attainments. 
Reed and Miller (1972) found that after they took account of age, 
race, college quality, and field of specialization without consider-
ation of ability, there was essentially no discernible influence due to 
the father's education or occupation on the earnings of college grad-
uates. 
The strength of the effect of the child's income due to the 
mother's schooling was shown a decade ago by Haunt (1963). He was 
interested in the determinants of the earnings of male college grad-
uates, and he had data on the individual's schooling and the schooling 
of his father and mother. The effect of the mother's schooling was 
positive and statistically significant, while that of the father was 
13 
positive but had a lower slope and was not significant. 
Ability 
It is well known that higher earnings are attributable only 
partly to higher education as such, for a portion of the earnings 
difference should be credited to ability, motivation, and other factors 
that differentiate young people who graduate from college from their 
age-mates whose education stops at a lower level. 
Concerning the effect of ability on earnings, Becker (1964)--using 
the same empirical data--concluded that adjusting for differences in 
ability and family background, reduced the average rate of return on 
the costs of a college education from approximately 11 percent a year 
to approximately nine percent a year. 
Weisbrod and Karpoff (1968) analyzed the earnings histories of 
7000 male graduates of many American colleges and universities who had, 
in 1956, been employed by the American Telephone and Telegraph,Company 
for three to 50 years. They had no comparable data for high school 
graduates who had not gone to college, but on the basis of some reason-
able assumption derived from their data, they concluded that about one-
fourth of the difference between the mean earnings of college graduates 
and the mean earnings of high school graduates in the United States 
results from differences in ability and other personal factors. 
Hines (1970) found an unadjusted private rate of return on the 
cost of higher education of 16.2 percent a year. When the, income dif-
ferences were adjusted to take account of differences in ability, the 
rate of return dropped to 13.2 percent a year, approximately 80 percent 
of the unadjusted rate of return. 
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Motivation 
Uncontrolled and quite unknown in these relationships among stu-
dent ability, college quality, and lifetime earnings is the role of 
motivation. Strength of motivation is probably correlated positively 
with grades and with quality of the college attended. In some complex 
·way, motivation, perhaps, is influenced by home background. Strength 
of motivation is probably also correlated with lifetime earnings. If a 
reliable and reasonably pure measure of strength of motivation had been 
included 1n the analysis, one can only speculate as to how much smaller 
some of the apparent relationships would have been. 
Concerning the effect of motivation on individual earnings, Taub-
man and Wales (1970}, using the interaction effect of level of ability 
and amount of schooling, compared the earnings advantages of college 
graduates with high school graduates of equal intellectual ability. 
College graduation or an advanced degree is clearly of greater financial 
advantage to a student in the top ten percent of the range than to one 
of lesser ability. 
Geographic Difference 
Wolfe and Smith (1956} observed the effect of educational attain-
ment, intelligence measured by scores on the IQ test, or rank in class 
upon the earnings difference on three different regions. In their 
study, men were classified according to the education each received 
after finishing high school. The difference in income was greatest for 
the college graduates in the north and less for those with less educa-
tion in the south. In a similar analysis using scores on an 
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intelligence test rather than rank in class, they found that for a man 
of a given range of intelligence, incomes are higher for those who have 
more education in the north but less higher in the south. Among men 
with the same amount of intell igence--1 ike the association with varying 
amounts of education--suggested an interaction between years of school-
ing and individual ability measured by scores on the IQ test or rank in 
class existing only in the middle west regions, but neither in the south 
or north. 
Race 
Duncan (1969) helped direct sociologists in the use of income as 
the dependent variable when he asked, in 1968,,whether black-white 
income differences were due to inheritance of poverty or inheritance of 
race. He observed that the black-white income gap was $3,790, of which 
family background differentials accounted for just one-quarter--$940. 
The educational gap accounted for $520 of the $3,790; the difference 
actually observed was less than one-seventh. This measures education 
by number of years rather than in terms of some quality adjusted unit. 
All of these attributed roughly half to educational difference, family 
size, and family background. The remaining 11.8 points are not other-
wise explained by the model, and he attributed the amount to occupa-
tional discrimination. This amounts of $830, or one-fifth of the total 
dollar gap. 
Miller (1971) found that median income by schooling completed dif-
fers not only by race but tends to widen between the racial groups with 
increases in education. In 1968, for example, the difference in median 
income for whites and blacks, together with other non-whites who had 
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graduated from elementary school, graduated from high school, or 
attended college, ranged from $880 to $1,065 to $2,409. Blacks and 
other non-whites, of course, received less income than did whites who 
had a comparable education. To be sure, there is a strong and posi-
tive relationship between income and schooling for blacks as well as 
whites. The median income for blacks and other non-whites who attended 
college one or more years is $3,207 greater than the median for indi-
viduals in these populations who stopped their formal education after 
graduating from secondary school. Nevertheless, these college-educated 
blacks and other non~white minorities still lagged nearly $2,500 behind 
whites of a similar education. 
Sex 
The indluence of ability, background, and formal education or 
schooling and subsequent success in terms of earnings have been dis-
cussed at some length. Sophisticated research on income determinants 
compare to that done on the white male sample that documents the sys-
tematic practice of paying women less. Oppenheimer (1970) reported 
that the median income of all women in the labor force was only about 
three-fifths that of men. 
Levitin (1971) applied the achievement variable equally to men 
and women, and found that the average woman receives 71 percent less 
income than a man with the same scores on achievement variables. 
Summary 
In the previous research on the relationship between earnings and 
education, Bridgeman (1930) found that rank in class, campus achievement 
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and early graduation were significant indices of success in the job 
market. Hunt found, in 1963, that the relationship among income and 
ability, experience, and size of college were significant. Becker esti-
mated that the overall rate of return of a college education was 
approximately 13 percent in 1950. Hanoch, based on the 1960 census 
data, concluded that the income effect on higher education was sizeable. 
Hunt reported, in 1964, that graduates of more expensive colleges or 
universities earned about 50 percent more than did graduates of less 
expensive institutions. Weisbrod and Karpoff found, in 1968, that 
graduates of better colleges earned more. Taubman and Wales showed, in 
1972, that mathematical ability was important in explaining the range 
of earnings of college graduates and differences appeared to be very 
large corresponding to college quality. 
The effect of family background on earnings was studied by Wolfe 
and Smith. They found that the father's occupation had little signifi-
cant effect on the son's earnings. Taubman and Hagen found that there 
was a significant relationship between the son's earnings and the 
father's educational attainment. They said that if the father had pro-
gressed as far as the ninth grade, his son earned $300 a year more in 
1955 and about $1,200 a year more in 1969 than did those whose father 
had not entered high school. Reed and Miller found that there was 
essentially no discernible influence due to the father's education or 
occupation on the earnings of college graduates in 1972. Hunt found, 
in 1963, that the effect of the mother's schooling was positive and 
statistically significant, while that of the father was positive but 
was not significant. 
Concerning the effect of ability on earnings, Becker concluded, in 
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1964, that differences in ability reduced the average rate of return on 
the costs of a college education from approximately 11 percent a year 
to approximately nine percent a year. Weisbrod and Karpoff concluded, 
in 1968, that about one-fourth of the difference between the mean earn-
ings of high school graduates in the United States results from dif-
ferences in ability. Hines found, in 1970, that approximately 80 per-
cent of the unadjusted rate of return of college graduates was caused 
by differences in ability. 
As to the effect of motivation on individual earnings, Taubman and 
Wales concluded, in 1970, that college graduates had the greater finan-
cial ability over high school graduates with the same ability. 
The effect of geographic differences on earnings was investigated 
by Wolfe and Smith. They found, 1n 1956, that the differences in income 
among college graduates was the greatest in the north and less for those 
in the south. 
The effect of race on earnings difference among college graduates 
was investigated by Duncan. He found, in 1969, that one-fifth of the 
total earnings gap between blacks and whites was attributable to racial 
discrimination. Miller found that college-educated blacks and other 
non-white minorities still lagged nearly $2,500 a year behind whites of 
a similar education in 1971. 
The research on income differences among opposite sexes was done 
by Oppenheimer in 1970. She found that the median income of women in 
the labor force was only about three-fifths that of men. Levitin 
found that the average woman received 71 percent less income than did 
a man with the same achievement fn 1971. 
CHAPTER III 
METHODOLOGY 
The purpose of this chapter was to describe the procedures used in 
this study, including the development of the research method. This 
chapter is organized in the following sequences: Source of Data, Hypo-
theses to be Tested, Method of Regression Analysis, and Aggregate Linear 
Regression Model. 
Source 'of Data 
The Basic Survey on Wage Structure, published by the Statistics 
and Information Department, Ministry of Labor, Government of Japan, pro-
vided a clear picture of the wage structure of regular employees in 
major industries, wage distributions by industrial groups, region, size 
of enterprise, sex, type of regular employees, educational attainment, 
occupation, employment type, working type, age, duration of service, and 
years of experience. 
1970 Census of Population, published by the United States Depart-
ment of Commerce, provided data through a regular program of data col-
lection and through supplements to its data collection program conducted 
for other organizations. The report represents cross-classifications of 
earnings by characteristics such as occupation, educational attainments, 
labor force statutes, and age. The statistics in this report are based 
on a sample inflated to represent the total population. Each single 
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size indicates the occupational cells which, drawn from 20 percent of 
the United States working population of each state for American data 
and also from four percent of the Japanese working population of each 
prefecture for Japanese data, included four different levels of edu-
cational attainments and three different durations of service. The 
description of the data for the United States and Japan was given in 
Appendix A. 
Hypotheses to be Tested 
20 
Regression analysis models allowed an investigation of the relation-
ship between earnings and various demographic characteristics of the 
sample population, such as educational attainm~nt, years of experience, 
interaction terms of education and experience, and sector of industry. 
The components of the model were evaluated by significance level and 
size of their respective coefficients. The interrelationship between 
earnings and educational attainment, years of experience, interaction 
terms of education and experience, and sector of industry were viewed as 
hypotheses rather than as estimated relationships. The analyses tested 
hypotheses related to the variables in the model based on three criteria: 
R2, significance of the coefficients, and the theoretical acceptability 
of the signs of the coefficients of the variables. 
The Education-Earnings Hypothesis 
Additional amounts of formal schooling tend to be associated with 
additional earnings in the labor market. The magnitude of the earnings 
differential and the return to investment in formal schooling are highly 
uncertain. However, certain basic hypotheses were made corresponding to 
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education and earnings as follows: 
Earning ability of the individual increases with the higher level 
of formal schooling. The test of the education-earnings hypothesis 
involved the four variables corresponding to four different levels of 
educational attainment--junior high school, senior high school, junior 
college, and four years of college. These tests provided an empirical 
evaluation of the four different independent variables. The test con-
sisted of the determination of the significance of the regression co-
efficients of the variables retained in the model. 
The Experience-Earnings Hypothesis 
This hypothesis tested the justification 'tor the inclusion of 
experience in the regression model. The hypothesis tested was that 
experience was a significant variable in determination of earnings. 
The significance of the respective regression coefficients for years of 
experience variables relevant to the regression form were tested using 
the t-test and the F-test. The basic definition of the experience-
earnings hypothesis is that years of experience are positively corre-
lated to the earnings of individuals in the job market. 
The Interaction of Education and Experience-
Earnings Hypothesis 
This hypothesis tested the interaction effect of education and 
experience upon earnings. Given values of the independent variables, 
the significance of the coefficient of the t-value demonstrated poten-
tial refinement of the interaction effect on earnings. The test of the 
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interaction effect hypothesis involved the nine variables corresponding 
to the interaction of junior high school and ten years of experience, 
20 years of experience; senior high school and 10 to 20 years of exper-
ience; junior college and 10 to 20 years of experience; four years col-
lege and 10 to 20 years of experience, and 30 years of experience. The 
basic definition of the interaction of education and experience-
earnings hypothesis was that the interaction effect is correlated to the 
individual's earnings in the job market. 
The Sector of Industry-Earnings Hypothesis 
This hypothesis tested the impact of earnings differences due to 
the different sectors of industry. The sector 1 of industry was divided 
into three groups identified as primary, secondary, and tertiary indus-
try. The hypothesis involving the independent variable corresponding 
to three different sectors of industry was tested. The significance of 
three independent variables--primary, secondary, and tertiary industry--
was tested using the t-test and the F-test. The basic definition of 
the sector of industry-earning hypothesis was, therefore, that sector 
of industry correlated to the individual's earnings in the job market. 
The Comparative Hypothesis of Earnings Structure 
of College Graduates in the United States and 
Japan 
This hypothesis tested the differences of earnings structures of 
college graduates in the United States and Japan. The hypothesis tested 
was that there was a significant difference existing with the earnings 
structure of college graduates between the two nations. The significance 
of difference between them was tested using the calculated results of 
the following figures: 
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1. Percentage change in earnings corresponding to different levels 
of education in the United States and Japan in Table IV. 
2. Percentage change in earnings at each level of education cor-
responding to different years of experience in the United States and 
Japan in Table VIII. 
3. Earnings advantages of 4-year and 2-year college graduates with 
different years of experience compared with other groups in the United 
States and Japan in Tables IX and X. 
4. Percentage of change in earnings of college graduates with dif-
ferent years of experience corresponding to different sectors of industry 
in the United States and Japan in Tables XVI and XVIII. 
The basic definition of the comparative hypothesis of earnings 
structures of college graduates in the United States and Japan was that 
there was a significant difference existing among earnings structures of 
college graduates between the United States and Japan. 
The Comparative Hypothesis of Change in Earnings 
Structure of College Graduates Between 1970 and 
1977 in Japan 
This hypothesis will test the change in earnings structure of col-
lege graduates between 1970 and 1977 in Japan. The hypothesis tested 
was that there was a significant change in earnings structure of Japan-
ese college graduates between 1970 and 1977. The significance of change 
between 1970 and 1977 was tested using the calculated results of the 
following figures: 
1. Percentage of change in earnings corresponding to each level 
of education in Japan between 1970 and 1977 in Table XX. 
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2. Percentage of change in earnings of each level of education 
corresponding to different years of experience in Japan between 1970 and 
1977 in Table XXII. 
3. Changes in earnings of 4-year and 2-year college graduates cor-
responding to different years of experience compared with other groups, 
such as junior high school and senior high school graduates in Japan 
between 1970 and 1977 in Table XXIII. 
The basic definition of comparative hypotheses of change in earn-
ings structures of college graduates between 1970 and 1977 in Japan was 
therefore a change in earnings st~uctures of cdllege graduates in Japan 
between 1970 and 1977. 
Nethod of Regression Analysis 
The regression analysis examined essentially the following four 
objectives: 
1. The effect of the level of educational attainments in deter-
mining earnings in the United States and Japan. 
2. The effect of experience on earnings in the United States and 
Japan. 
3. The effect of interaction of education and experience on the 
different levels of earnings. 
4. The earnings differences among workers in each sector of indus-
try in relation to their level of education and expertence. 
The way in which the level of education influences earnings has not 
been well understood. However, education was not separated int~ 
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components for the model creation. 
Letting Y represent the earnings, Ed represent education, and Z 
represent other determinants of earnings, the earnings equation may be 
written as: 
Y = F(Ed, Z) (1 } 
A model of aggregate earnings equations with respect to education, 
experience, and sector of industries was developed. The basic purpose 
for specifying a set of equations was to estimate different distribu-
tions of earnings with respect to determinants such as education and 
sector of industries. The specific points of interest relating to the 
profiles were: 
1. the relationship of educational attainments to earnings; 
2. the relationship of years of experience to earnings; 
3. the magnitude of an interaction relationship between education 
and experience to earnings, and 
4. the relationship of different sectors of industry to earnings. 
Although the major focus in the earnings equations and on the effect 
of education, experience, interaction terms, and sector of industries 
was added to the equation. The experience was measured by the number of 
years of work after completing education. It was felt necessary at 
least to add the variable of experience in order to avoid the likely 
bias caused by computing the relationship experience with the relation-
ship of education, especially in view of the findings that experience 
exerts an important effeci in increasing earnings. 
The basic model, then, may be written as: 
Y = f (Ed , Ex, Ed Ex , Sec ) (2} 
where 
Y = rate of earnings 
Ed = education 
Ex = experience 
EdEx = interaction of educational experience 
Sec = sector of industries 
Earnings 
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Earnings was defined as that income derived from personal services 
rendered as distinct from other kinds of income, a general term embracing 
revenue or income, money or money equivalents earned or accrued during 
certain periods or the total ,moneys or compensation paid for services 
rendered or time worked, and including wages, overtime, commission, 
bonuses, etc. 
With reference to the wages of an employee, it means the total 
amount of money received for a week or some other period for services. 
It is clearly of greater importance than the wage rate, which takes no 
account of either overtime or short-time. In a period of over-full 
employment, earnings will for most people be greater than the basic 
wage, because to this payment must be added the additional pay at a 
higher rate for overtime. Earnings are the sole dependent variable in 
the regression model. 
Experience 
Experience was defined as the current age of a worker minus the age 
at which he finished the highest level of formal schooling. With regard 
to the worker, his experience may be general or occupational. Although 
27 
the latter is more important for this study, industrial psychologists, 
placement officers, and others interested in labor problems and person-
nel work are giving increased attention to an individual •s general 
experience as a factor in judging a worker's abilities, interests, and 
personality. Therefore, experience may be defined as information, 
knowledge, and ability obtained through actual work or job performance. 
11 Book learning .. may be halpful in understanding or making a job easier 
to do, but it is not a substitute for actual work performance. An 
employee's work experience plays an important role in transfers and 
promotion. 
Education 
Education was defined as the number of years of formal schooling. 
Individuals were classified into groups such as 11 high school" or "col-
lege," but this classification did not take into account the variation 
in the quality of education, which could be great. For example, it is 
possible for students at some high schools to receive training in cal-
culus, whereas some college graduates never study this branch of mathe-
matics. Simple classification by years of education also fails to take 
into account the type of education, such as engineering, liberal arts, 
or teacher training. Classification into education groups based on 
years is, therefore, a highly imperfect measure of the amount, quality, 
and intensity of education received. Nonetheless, at this stage of our 
knowledge, we have no other realistic alternative. 
The Japanese data were provided 1n terms of four categories, 
namely, junior high school, senior high school, junior college, and col-
lege. The American data on formal education were given in terms of 
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continuous grade corresponding to the particular years of graduation for 
certain levels of schooling such as elementary school, high school, 
junior college, and college. 
Sector of Industries 
Sector of industries were divided into three groups. One was the 
primary industries which included agriculture, fishery, and forestry. 
A second group was the secondary industries which included mining, 
manufacturing, and construction. The third group was the tertiary 
industries which included wholesale, retail trade, finance, insurance, 
and real estate, etc. 
Aggregate Linear Regression Models 
Model 1 
Model 1 was the linear regression, which represents a basic earn-
ings function corresponding to the different levels of education: 
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Y = b1 + b2 E Ed. + u. i =1 1 1 
(3) 
where 
Y = earnings 
Ed = level of education 
We used a dummy for this; therefore Ed involves the four different lev-
els of education--junior high school, se~ior high school, junior col-
lege, and college graduates; u was a random disturbance term. 
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Model 2 
Model 2 was a linear regression which represented a basic earnings 




Y = b0 + bl E Ed; + b2 E Ex. + e. 
i=l i=l 1 1 
Y = earnings 
Ed = level of education, using a dummy variable 
Ex = years of experience 
(4) 
We used dummy variables for experience. Therefore, Ex corresponded to 
the three different years of duration of service--10 years, 20 years, and 
30 years; e was a random disturbance term. 
Model 3 
Model 3 was also a linear regression which represented a basic 
earnings function corresponding to the different levels of education, 
duration of experience, and the interaction of education and experience. 
where 
Y = earnings 
Ed = level of education, using dummy variables 
Ex = years of experience, using dummy variables 
EdEx = interaction term of level of education and years of 
experience, using dummy variables 
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Therefore; EdEx represented the four different levels of educational 
attainment--junior high school, senior high school, junior call ege, and 
university in relation to the three different years of duration of ser-
vice--10 years, 20 years, and 30 years. v is a random disturbance term. 
Model 4 
Model 4 was also a linear regression which represented a basic 
earnings function corresponding to the different levels of education, 
duration of experience, the inter~ction of edu~ation and experience, and 
also the sectors of industry in which people hold jobs. 
where 
Y = earnings 
Ed = level of education, using dummy variable 
Ex = years of experience using dummy variable 
EdEx = interaction of years of education and years of experience 
using dummy variable 
Sec = sector of industry in which people held jobs, using dumny 
variable 
Therefore, Sec corresponded to the three different sectors of industry-- · 
primary, secondary, and tertiary. W was a random disturbance term. 
CHAPTER IV 
PRESENTATION AND EMPIRICAL ANALYSIS OF DATA AND 
ASSOCIATED HYPOTHESES TESTING 
In this chapter we present the findings of the empirical analysis 
of the data. It was divided into two sections: 
1. The findings about the earnings structure of college graduates 
compared with other groups, such as junior high school, senior high 
school, and junior college graduates in the Un1ted States and Japan, 
and an evaluation of the associated hypotheses~ 
2. The findings about the change in the earnings structure of 
college graduates compared with other groups, such as junior high 
school, senior high school, and junior college graduates between 1970 
and 1977 in Japan, and an evaluation of the associated hypotheses. 
The aggregate earnings equation was used to estimate the education, 
experience, sector of industry, and earnings profile for the people of 
both countries. To accomplish this goal, we estimated the coefficient 
of the earnings equations, using a sample drawn from workers in a num-
ber of industries. 
The Findings About the Earnings Structure of 
College Graduates in the United States and 
Japan and the Evaluation of' the··Hypotheses 
The empirical evaluation of the hypotheses wasundertaken in two 
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phases. The first phase evaluated the significance of coefficient 
determinants using the t-value of each independent variable. The sec-
Ond phase was undertaken after the coefficient of determinant was 
accepted. The theoretical analysis was made using the estimated coef-
ficients given by computer utilization. As the evaluation criteria, 
independent variables 1n the regression models were evaluated on the 
basis of statistical significance and coefficient size. As might be 
seen in Tables VI, VII, VIII, and VIX, some of the coefficients of the 
interaction terms of experience and education were insignificant. 
Therefore, further analysis was omitted. 
Hypotheses Testing 
The Education-Earnings Hypothesis 
This hypothesis was tested to evaluate earnings difference of 
those corresponding to different levels of educational attainment. 
The regression results of the aggregate earnings equations with 
respect to the different levels of education in the United States and 
Japan in Tables I and II showed that all the coefficients of indepen-
dent variables were significant. Therefore, we calculated each equa-
tion with a separate du11111y variable for each of the four possible edu-
cational levels. The coefficients of the dunmy variable were as follows: 
Yus = ll,273.83-3,689.67Ed1-2,769.60Ed2-2,136.04Ed3 R2 = 0.687 (l) 
(25.027) (-5.803) (4.356) (13.331) 
YJap· = l2,238.30-3,611.65Ed1-2,735.23Ed2-1,132.61Ed3 R2 = 0.721 (2) 
(8.591) (-3.380) (-2,586) (-1.931) 
TABLE I 
REGRESSION RESULTS OF AGGREGATE EARNINGS EQUATIONS 
WITH RESPECT TO THE DIFFERENT LEVELS OF 





















R2 = 0.687; N = 119; D-W = 1.7105 
3 
Y = bo. + bl E Ed. + U. 
i=l ~ 1 1 
Notes: 1) Intercept represents wage or salary of those 
with college degrees. R2 = coefficient of 
determination adjusted for the degree of 
freedom. N donates sample size. D-W = Dubin-
Watson coefficient. 
2) JH, SH, and JC represent junior high school, 
senior high school, junior college graduates. 
3) Each sample size indicates the occupational 
cells which,·~rawn from 20 percent of the 
United States working population of each 
state, included four different levels of edu-
cational attainments and three different 
durations of service. 
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TABLE I I 
REGRESSION RESULTS OF AGGREGATE EARNINGS EQUATIONS 
WITH RESPECT TO THE DIFFERENT LEVELS OF 


























R2 = 0.721; N = 155; D-W = 2.782 
3 
v = b0 + b1 ~ Ed. + u. . 1 1 1 1= 
Notes: 1) Notations other than mean value of 1969, 1977, 
and sample size are the same as in Table I. 
2} Mean value of 1969, 1977 represents mean of 
people's earnings in 1969, 1977. 
3} Each sample size indicates the occupational 
cells which, drawn from four percent of the 
Japanese working population of each prefecture, 
included for different levels of educational 




Yus = wage and salary income in dollars/year 
YJap = wage and salary income in yenftnonth 
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Ed1 = dummy variable equal to 1 for junior high school education; 
otherwise 0 
Ed2 = dummy variable equal to 1 for senior high schol education; 
otherwise 0 
Ed3 = dummy variable equal to 1 for junior college graduation; 
otherwise 0 
The constant term represented wage and salary income of indi-
viduals with a college degree 
From the above equation, we calculated absolute income differences 
among four different levels of educational attainment in the United 
I 
States and Japan in Table III. The analysis went one step further to 
utilize percentage differences of earnings corresponding to four dif-
ferent levels of educational attainment in both countries in Table IV. 
It can be seen from Tables III and IV that wage or income were 
constantly higher with the higher degree of education for both in the 
United States and Japan. Absolute income differences in the United 
States was as follows: If an individual graduated from a 4-year col-
lege, the yearly income was $3,689.07 (49 percent) more than one who 
graduated from junior high school. If an individual graduated from 
junior college, the yearly income was $1,553.57 (27 percent) more. If 
an individual graduated from senior high school, the yearly income was 
$920 (12 percent) more. If an individual graduated from a 4-year col-
lege, the yearly income was $2,769.60 (32 percent) more than one who 
graduated from senior high school. If an individual graduated from 
junior college, the yearly income was $633.50 (17 percent) more. If an 
individual graduated from a 4-year college, the yearly income was 
TABLE II I 
ABSOLUTE AMOUNT OF EARNINGS DIFFERENCES CORRESPONDING TO 
DIFFERENT LEVELS OF EDUCATION IN THE 
UNITED STATES AND JAPAN 
United States Japan 
(Yearly Earnings} ·(Monthly Earnings} 
Junior High School $7,584.16 Yen - 96,265.50 
Senior High School 8,504.23 105,029.70 
Junior College 9,137.73 121,055.90 
4-yrs College 11,273.83 132,382.00 
Note: Calculation was made using Equation (1} for 




PERCENTAGE CHANGE IN EARNINGS CORRESPONDING TO DIFFERENT 
LEVELS OF EDUCATION IN THE UNITED STATES AND JAPAN 
JH SH JC 
u. s. 
Junior High School 
Japan 
u. s. (920) 12% 
Senior High School (8,764.20) Japan 9% 
u. s. (1 ,553.57) (6~3. 50) 
Junior College 27% V% 
Japan (24,790.40) (16,026.20) 26% 1,5% ' 
u. s. (3,689.07) (2,769.60) (2 '136. 1 0) 
4-yrs College 49% 32% 23% 
Japan (36,116.50) (27,352.30) ( 11 '326. 1 0) 37% 26% 9% 
Note: Figures in parentheses for the United States indicates 
change in yearly earnings in terms of U.S. dollars. 






$2,136.10 (23 percent) more than one who graduated from junior college. 
The absolute income difference in Japan was as follows: if an 
individual graduated from a 4-year college, the monthly income was 
36,116.50 yen (37 percent) more than one who graduated from junior high 
school. If an individual graduated from junior college, the monthly 
income was 24,974.40 yen (26 percent) more. If an individual graduated 
from senior high school, the monthly income was 8,764.20 yen (9 percent) 
more. If an individual graduated from a 4-year college, the monthly 
income was 27,352.30 yen (26 percent) more. If an individual graduated 
from junior college, the monthly income was 16,026.20 yen (15 percent) 
more. If an individual graduated from a 4-year college, the monthly 
earnings was 11,326.10 yen (9 percent) more than one who graduated from 
junior college. The results showed us that the greater gain in earnings 
or salaries was garnered by the the better education both in the United 
States and Japan. 
The Experience-Earnings Hypothesis 
The experience-earnings hypothesis was tested to evaluate earnings 
differences among people corresponding to different years of experience. 
From the regression results of aggregate earnings equations with respect 
to the different levels of education, years of experience in Tables V 
and VI, we calculated the equation with separate dunJily variables for 
each possible education and experience dunJily variable. The coefficient 
of education and experience dunJily variables were as follows: 
TABLE V 
REGRESSION RESULTS OF AGGREGATE EARNINGS EQUATIONS WITH RESPECT 
TO THE DIFFERENT LEVELS OF EDUCATION, YEARS OF 
EXPERIENCE IN THE UNITED STATES 
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Variable Coefficient T-Value Partial-F 
Intercept 11,588.29 22.026 485.160 
JH -3,689.67 -6,067 36.806 
SH -2,755.15 -4.528 20.505 
JC -2,110.25 -3.439 11,832 
10 yrs -1,376.72 -2.629 6.915 
20 yrs 433.35 1 0 916 2.325 
Notes: Notation other than intercept and experience dummies 
are the same as in Table I. 
1) Intercept represents wage or salary of those with 
college degrees and 30 years of experience. · 
2) 10 yrs., 20 yrs. represent 10 years and 20 years of 
experience, respectively. 
TABLE VI 
REGRESSION RESULTS OF AGGREGATE EARNINGS EQUATIONS WITH RESPECT 
TO THE DIFFERENT LEVELS OF EDUCATION, YEARS OF 
EXPERIENCE IN JAPAN 
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Variable Coefficient T-Value Partial-F 
Intercept 14,389.12 18.166 330.000 
JH -3,840.76 -5,838 34.078 
SH -2,766.43 -4.203 17.664 
JC -1,127.49 -1.972 3.849 
10 yrs -8,911.92 -15.532 241.233 
20 vrs -4 '161. 55 -7.250 52.565 
Mean Value 
of 3,263.20 3. 1906 15.261 
1969 
Mean Value 
of 11 ,440.41 14.932 222.970 
1977 
R2 = 0.799; N = 155; D-W = 1.817 
3 2 
Y = b0 + b1 _E Ed. + b2 E Ex. + e. 
1=1 1 1=1 1 1 
Notes: Notations are the same as in Tables I and II. 
where 
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Yus = 11,588.29-3,689.67Ed1-2,755.15Ed2-2,110.25Ed3-1,376.72Ex1 




YJap = 17,652.32-3,840.76Ed1-2,766.43Ed2-1 ,127.49Ed3 
{18.166) (-5.838) (-4.203) (-1.972) 
2 8,911.92Ex1 - 4.101.55Ex2 R =0.799 (4) 
{15.532) (-7.250) 
Ex1 = dummy variable equal to 1 if the individual has had 10 years 
of experience; otherwise 0 
I 
Ex2 = dummy variable equal to 1 if the individual has 11 to 20 
years of experience; otherwise 0 
The constant term represents the wage or salary income for one 
who has a college degree and 21 to 30 years of experience 
From equations (3) and {4), we calculated absolute income differ-
ences among three different durations of service--1 to 10 years, 11 to 
20 years, and 21 to 30 years--corresponding to each level of educational 
attainment in the United States and Japan. Tables VII and VIII showed 
us absolute amounts of earnings differences and the percentage change in 
earnings corresponding to each level of education and years of exper• 
ience in the United States and Japan. It was seen that wages or income 
were constantly higher with the longer years of experience. Absolute 
income differences were as follows: In the United States, among junior 
high school graduates, if an individual had 11 to 20 years of exper-
ience, the yearly income was $433.35 (6.6 percent) more than one who 






ABSOLUTE AMOUNT OF EARNINGS DIFFERENCE AT EACH LEVEL OF EDUCATION CORRESPONDING TO 
DIFFERENT YEARS OF EXPERIENCE IN THE UNITED STATES AND JAPAN 
Junior High Senior High Junior College 4 l:rs Co 11 ege 
u.s. Japan u.s. Japan u.s. Japan u.s. Japan 
6,521.89 59,739.70 7,456.43 69,739.70 8,101. 30 76,129.10 10,211.57 87,404.00 
6,955.24 107,243.40 7,889.77 127,253.40 8,534.57 129,632.80 11 ,588. 29 134,907.70 
7,898.62 148,858.90 8,833.14 158,868.90 9,478.04 165,248.30 12,821.29 176,523.20 
Notes: 1) Calculation was made using Equation (3) for the United States and Equation (4) 
for Japan. 
2) U.S. figures indicate U.S. dollar term and yearly earning. Japanese figures 






PERCENTAGE CHANGE IN EARNINGS AT EACH LEVEL OF EDUCATION CORRESPONDING TO DIFFERENT 
YEARS OF EXPERIENCE IN THE UNITED STATES AND JAPAN 
Junior High Senior High Junior College 4 y_rs College 
u.s. Japan u.s. Japan u.s. Japan u.s. Japan 
(433.35} (47,503.70) (463.42) (49,503.42) (426.35) (46,503.70) (1 ,810.07) (47,503.70) 
6.6% 70% 5.8% 79.5% 5.3% 62.4% 17.7% 54.3% 
(1,376.73) (89,119.20) (1,268.73) (17 ,620.1 0} (1,406.72) (88,119.20) (1 ,376.72) (89, 119.20) 
21.1% 181% 18.5% 149% 17% 117% 13.5% 102% 
Note: Figures in parentheses for the United States indicate changes in absolute amount of 
earnings in U. S. dollars per year term. Figure for Japan indicate earnings in yen 
for monthly term. 
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the yearly income was $1,367.73 (21.1 percent) more than one who had 1 
to 10 years of experience. Among senior high school graduates, if an 
individual had 11 to 20 years of experience, the yearly income was 
$463.42 (5.8 percent} more than one who had 1 to 10 years of experience. 
If an individual had 21 to 30 years of experience, the yearly income was 
$1,268.73 (18.5 percent} more than one who had 1 to 10 years of exper-
ience. Among junior college graduates if an individual had 11 to 20 
years of experience, the yearly income was $426.35 (5.3 percent) more 
than one who had 1 to 10 years of experience. If an individual had 21 
to 30 years of experience, the yearly income was $1,406.72 (17 percent} 
more than one who had 1 to 10 years of experience. Among 4-year college 
graduates, if an individual had ll to 20 years1of experience, the year1y 
income was $1 ,81 0. 07 (17. 7 percent} more than one who had 1 to 10 years 
of experience. If an individual had 21 to.30 years of experience, the 
yearly income was $1,376.72 (13.5 percent) more than one who had 1 to 
10 years of experience. 
The results indicated that in the United States with respect to 
each level of educational attainment--junior high school, senior high 
school, junior college and four years of college, the wages or income 
were constantly higher with the longer years of experience. If an 
individual had 11 to 20 years of experience, the wages or income were 
" 6.6, 5.8, 5.3, and 17.9 percent more. If an individual had 21 to 30 
years of experience, the wages or income were 21.8, 18.5, 17, and 13.5 
percent more, corresponding to four different categories of educational 
attainments than one who had only 1 to 10 years of experience. 
Next, we calculated the earnings difference of each educational 
attainment with respect to different years of experience in Japan. 
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Among junior high school graduates, if an individual had 11 to 20 years 
of experience, the monthly income was 47,503.70 yen (70 percent) more 
than one who had 1. to 10 years of experience. If an individual had 21 
to 30 years of experience, the monthly income was 89,119.20 yen (181 
percent) more than one who had 1 to 10 years of experience. Among 
senior high school graduates, if an individual had 11 to 20 years of 
· experience, the monthly income was 49,503.42 yen (79.5 percent) more 
than one who had 1 to 10 years of experience. If an individual had 21 
to 30 years of experience, the monthly income was 87,620.10 yen (149 
percent) more than one who had 1 to 10 years of experience. Among 
junior college graduates, if an individual had 11 to 20 years of exper-
ience, the monthly income was 46,503.70 yen (6~.4 percent) more than 
one who had 1 to 10 years of experience. If an individual had 21 to 30 
years of experience, the month 1 y income was 88,119.20 yen (117 percent) 
more than one who had 1 to 10 years of experience. Among 4-year college 
graduates, if an individual had 11 to 20 years of experience, the 
monthly income was 47,503.70 yen (54.3 percent) more than one who had 1 
to 10 years of experience~ If an individual had 21 to 30 years of 
experience, the monthly income was 89,119.20 yen (102 percent) more 
than one who had 1 to 10 years of experience. 
The results indicated that in Japan, with respect to each level of 
educational attainment--junior high school, senior high school, junior 
college, and 4-year college~-the wages or income were constantly higher 
with the longer years of experience. If an individual had 11 to 20 
years of experience, the wages or income were 70, 79.5, 62.4, and 54.3 
percent more. If an individual had 21 to 30 years of experience, the 
wages or income were 181, 149, 117, and 102 percent more, corresponding 
to four different categories of educational attainment than one who 
had only 1 to 10 years of experience. 
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Next, we calculated the earnings advantage of 4-year and 2-year 
college graduates corresponding to each year of experience compared 
with other groups in the United States and Japan, in Tables IX and X. 
In the United States, as a result of the comparison between junior col-
lege graduates and junior high school graduates, if a 2-year college 
graduate had 1 to 10 years of experience, the yearly income was 
$1,579.26 (24 percent) more; if he had 11 to 20 years of experience, 
the yearly income was $1,528.46 (25 percent) more; if he had 21 to 30 
years of experience, the yearly income was $1,519.42 (20 percent) more 
than junior high school graduates,with the same years of experience. 
As a result of a comparison between junior college graduates and senior 
high school graduates, if a junior college graduate had 1 to 10 years of 
experience, the yearly income was $632.90 (9 percent) more; if he had 
11 to 20 years of experience, the yearly was $620.80 (9.2 percent) 
more; if he had 21 to 30 years of experience, the yearly income was 
$618.90 (7.3 percent) more than senior high school graduates with the 
same years of experience. 
As a result of a comparison between 4-year college graduates and 
junior high school graduates, if a 4-year college graduate had 1 to 10 
years of experience, the yearly income was $3,689.68 (57 percent) more; 
if he had 11 to 20 years of experience, the yearly income was $5,065.40 
(73 percent) more; if he had 21 to 30 years of experience, the yearly 
income was $3,428.67 (46.7 percent) more than junior high school grad-
uates with the same years of experience. As a result of comparisons 
between 4-year college graduates and senior high school graduates, if 
TABLE IX 
EARNINGS ADVANTAGES OF 4-YEAR AND 2-YEAR COLLEGE GRADUATES 
WITH YEARS OF EXPERIENCE COMPARED WITH OTHER GROUPS 
IN THE UNITED STATES 
Junior HS Senior HS 2-y_r College 4-y_r College 
Years 1 0-20-30 yrs Hi-20-30 yrs 10-20-30 yrs 10-20-30 yrs 
(1 .579.26) (632.90) 
10 
24% 9% 
2-yr (1 ,528.46) (620.80) 
20 
College 25% 9.2% 
(1 ,519.42) (618.90) 
30 
20% 7.3% 
(3.689.68) (2,755.15) (2,110.25) 
10 
57% 37% 26% 
4-yr (5.065.40) (4,131.87) (3.486.97) 
20 
College 73% 52.4% 41% 
(3,428.67) (2,681.26) (2,136.42) 
30 
46.7% 31.2% 22.3% 
Note: Figures in parentheses indicate changes in earnings in 
U.S. dollar terms corresponding to the same years of 
experience but different levels of education. 
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TABLE X 
EARNINGS ADVANTAGES OF 4-YEAR AND 2-YEAR COLLEGE GRADUATES 
WITH YEARS OF EXPERIENCE COMPARED WITH OTHER GROUPS 
IN JAPAN 
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Junior HS Senior HS 2-xr College 4-xr Call ege 




2-yr (27,232.30) (16,248.30) 
20 




(36,507.40) (27,664.30) (11,274.90) 
10 
78% 46% 14.8% 
4-yr (38,407.40) (27,654.30) (11 ,263. 30) 
20 
College 39.8% 25% 9.1% 
(35,606.20) (27,766.40) (11 ,268. 30) 
30 
27.8% 18.6% 6.8% 
Note: Figures in parentheses indicate changes in earnings in 
Japanese yen terms corresponding to the same years of 
experience but different levels of education. 
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the 4-year college graduate had 1 to 10 years of experience, the yearly 
income was $2,755.15 (37 percent) more; if he had 11 to 20 years of 
experience, the yearly income was $4,131.87 (52.4 percent) more; if he 
had 21 to 30 years of experience, the yearly income was $2,681.-26 (31.2 
percent) more than senior high school graduates with the same years of 
experience. As a result of the comparison between 4-year college grad-
uates and junior college graduates, if the 4-year college graduate had 
1 to 10 years of experience, the yearly income was $2,110.25 (26 per-
cent) more; if he had 11 to 20 years of experience, the yearly income 
was $3,486.97 (41 percent) more; if he had 21 to 30 years of experience, 
the yearly income was $2,136.42 (22.3 percent) more than the junior 
college graduate with the same ye,ars of experience. 
The results indicated that in the United States, the earnings 
advantages of 4-year and 2-year college graduates with respect to years 
of experience--1 to 10, 11 to 20, and 21 to 30--were ambiguous. If an 
individual graduated from junior college, the wages or income with 
respect to each year of experience were 24, 25, and 20 percent more than 
junior high school graduates; the wages or income were 9, 4.2, and 7.3 
percent more than senior high school graduates. If an individual grad-
uated from a 4-year college, the wages or tncome with respect to each 
year of experience were 57, 73, and 46.7 percent more than junior high 
school graduates; the wages or income were 37, 52.4, and 31.2 percent 
more than senior high school graduates; the wages or income were 26, 41, 
and 22.3 percent more than the 2-year college graduates. 
In Japan, as a result of the comparison between 2-year college 
graduates and junior high school graduates, if the 2-year college grad-
uate had 1 to 10 years of experience, the monthly income was 27,132.50 
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yen (55.4 percent) more; if he had 21 to 30 years of experience, the 
income was 27,332.60 yen (19.6 percent) more than junior high school 
graduates with the same years of experience. As a result of the compar-
ison between 2-year college graduates and senior high school graduates, 
if he had 1 to 10 years of experience, the monthly income was 16,359.40 
yen (27 percent) more; if he had 11 to 20 years of experience, the 
monthly income was 16,148.20 yen (18.6 percent) more than senior high 
school graduates with the same years of experience. 
As a result of the comparison between 4-year college graduates and 
junior high school graduates, if an individual had 1 to 10 years of 
experience, the monthly income was 36,507.40 yen (78 percent) more; if 
he had 11 to 20 years of experien9e, the mont~ly income was 38,407.40 
yen (39.8 percent) more; if he had 21 to 30 years of experience, the 
monthly income was 35,606.20 yen (27.8 percent) more than junior high 
school graduates with the same years of experience. As a result of the 
comparison between 4-year college graduates and senior high school grad-
uates, if the 4-year college graduate had 1 to 10 years of experience, 
the monthly income was 27,664.30 yen (46 percent) more; if he had 11 to 
20 years of experience, the monthly income was 27,654.30 yen (25 per-
cent) more; if he had 11 to 30 years of experience, the monthly income· 
was 27,766.40 yen (18.6 percent) more than senior high school graduates 
with the same years of experience. As a result of the comparison between 
4-year college graduates and 2-year college graduates, if the 4-year 
college graduate had 1 to 10 years of experience, the monthly income was 
11,274.90 yen (14.8 percent) more; if he had 11 to 20 years of exper-
ience, the monthly income was 11,263.30 yen (9.1 percent) more; if he 
had 21 to 30 years of experience, the monthly income was ll ,268. 30 yen 
(5.8 percent) more than the 2-year college graduates with the same 
years of experience. 
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The results indicated that in Japan, the earnings advantage of 4-
year and 2-year college graduates with respect to years of experience--
1 to 10, 11 to 20, and 21 to 30--were constantly decreasing as ~he 
individual had more years of experience. If the individual graduated 
from junior college, wages or income with respect to each year of exper-
ience were 55.4, 28.1, and 19.6 percent more than senior high school 
graduates. If one graduated from a 4-year college, the wages or income 
were 78, 39.8, and 27.8 percent more than the junior high school grad-
uates; the wages or income were 46, 25, and 18.6 percent more than 
senior high school graduates, and 14.8, 9.1, a'nd 6.8 percent more than 
2-year college graduates. 
The Interaction of Education and Experience-
Earnings Hypothesis 
The interaction of education and experience-earnings hypothesis was 
constructed to further ascertain the effect of potential education and 
experience interactions upon earnings. In Tables XI and XII we tested 
for interactions of each of these five different levels of experience 
and years of education of both countries using t-value and partial-F in 
each table. But the interaction effect of the level of education and 
experience clearly indicated that it was an empirically insignificant 
coefficient for most interaction terms. The regression coefficient of 
the interaction terms was also ambiguous. Therefore, further analysis 
of the effect of the interaction of levels of education and years of 
experience upon earnings using the coefficient of Tables XI and XII 
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TABLE XI 
REGRESSION RESULTS OF AGGREGATE EARNINGS EQUATIONS WITH RESPECT 
TO DIFFERENT LEVELS OF EDUCATION, YEARS OF EXPERIENCE, AND 
INTERACTION EFFECTS OF LEVELS OF EDUCATION AND YEARS 
OF EXPERIENCE IN THE UNITED STATES 
Variable Coefficient T-Value Partial-F 
Intercept 12.029.80 15.973 255.124 
JH -4,328.40 -4.064 16.514 
SH -3,532.53 -3.395 11,523 
JC -2,426.50 -2.278 5.190 
10 yrs -2,764.40 -2.595 6.736 
20 yrs -496.50 1.825 3.272 
JH-10 yrs 2,010.30 1. 3345 1. 781 
JH-20 yrs -94.10 -0.0624 0.004 
SH-10 yrs 2,126.43 1.428 2.039 
JC-10 yrs 1 ,380.40 0.916 0.840 
JC-20 yrs -458.37 -0.300 0.090 
R2 = 0.486; N = 119; D-W = 1.496 
3 2 3 
Y = b0 + bl E Ed. + b2 E Ex. 
i=l 1 i=l 1 
+ b3 E Ed.Ex. + V. i=l 1 1 1 
Notes: Notations other than intercept and interaction effect dum-
mies are the same as in Table III. 
1) Intercept represents wage or salary of those with col-
lege degrees, and also includes the interaction effect 
of education and years of experience. 
2) JH and 10 yrs represent Junior High School degrees and 
10 years of experience. JH and 20 yrs represent Junior· 
High School and 20 years of experience. SH and 10 yrs 
represent Senior High School and 10 years of experience. 
SH and 20 yrs represents Senior High School and 20 years 
of experience. JC and 10 years represent Junior College 
and 10 years of experience. JC and 20 years represent 
Junior College and 20 years of experience. 
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TABLE XII 
REGRESSION RESULTS OF AGGREGATE EARNINGS EQUATIONS WITH RESPECT 
TO DIFFERENT LEVELS OF EDUCATION, YEARS OF EXPERIENCE, AND 
INTERACTION TERM OF EDUCATION AND EXPERIENCE IN JAPAN 
Variable Coefficient T-Value Partial-F 
. Intercept 14,982.90 15.635 244.466 
JH -6,060.08 -5.471 29.930 
SH -3,002.66 -2.711 7.352 
JC -1,016.06 -1.923 3.842 
10 yrs -10,302.31 -9.139 83.518 
20 yrs -4,636.15 -4.113 10.913 
JH-10 yrs 4,315.82 2.699 7.286 
JH-20 yrs 2,533.85 1,. 617 2.616 
SH-10 yrs 1,107.32 0. 707 0.500 
SH-20 yrs -468.59 -0.293 0.086 
HC-10 yrs 50.62 0.031 0.001 
JC-20 yrs -388.85 -0.239 0.057 
Mean Value 
of 3,281.27 3.992 15.939 
1969 
Mean Value 
of 11 ,464.41 15.202 231.105 
1977 
R2 = 0.814; N = 155; D-W = 1.991 
3 2 2 
Y = bO + b1 E Ed. + b2 E Ex. + b3 E 
1=1 1 1=1 1 i=1 
Ed; EX; + V; 
Notes: Notations are the same as in Tables II and V. 
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was omitted. 
The Sector of Industry-Earnings Hypothesis 
The sector of industry-earnings hypothesis was tested to evaluate 
the earnings difference among individuals who were working at each dif-
ferent sector of industry. Using the figures in Tables XIII and XIV, 
we estimated the equation with separate dummy variables for each pos-
sible education level, years of experience, and sector of industry. 
The coefficient of education, experience, and sector of industry were 
as follows: 
where 
YUS = 12,636.55-4,328.40Ed1 ~3,564.88Ed 2-~,426.00Ed3 
(17.953) (-4.528) ! (-3.815) (2.538) 
-2.764.40Ex1-496.50Ex2-2,657.48Sec1-250.86Sec2 
(-2.892) (1.962) (-5.136) (1.962) (6) 
R2=0.47B 
Sec1 = dummy variable equal to 1 in the primary sector of indus-
try such as agriculture, pastoral production, fishing, and 
mining; otherwise 0 
Sec2 = dummy variable equal to 1 in the secondary sector of indus-
try such as manufacturing, construction, etc.; otherwise 0 
The constant term represents the wage and salary income of one who 
has a college degree and 30 years of experience. This also 
adds the interaction effect of experience and education, and 
includes the effect of working in the teriary sector of 
industry. 
From equations (5) and (6), we calculated absolute income differ-
ences among college graduates with different years of experience cor-
responding to three different sectors of industries in the United States 
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TABLE XI II 
REGRESSION RESULTS OF AGGREGATE EARNINGS EQUATIONS WITH RESPECT 
TO DIFFERENT LEVELS OF EDUCATION, YEARS OF EXPERIENCE, 
INTERACTION TERMS OF EDUCATION AND EXPERIENCE, AND 
SECTOR OF INDUSTRY IN THE UNITED STATES 
Variable Coefficient T-Value Partial-F 
Intercept 12,636.55 . 17.953 322.297 
JH -4,328.40 -4.528 20,500 
SH -3,504.88 -3.815 14.555 
JC -2,426.60 -2.538 6.443 
10 yrs -2,764.40 -2.892 8.362 
20 yrs -496.50 1. 962 2.468 
JH-10 yrs 2,010.30 1.487 2.211 
JH-20 yrs -94.10 -Q.897 0.568 
SH-1 0 yrs I 2,158.78 1 ,615. 2.608 
SH-20 yrs 307.46 0.921 1.236 
JC-1 0 yrs 1 ,380.40 1. 021 1. 043 
JC-20 yrs -390.95 -0.762 0.921 
Primary -2,657.48 -5.136 26.354 
Secondary -250.86 -1.962 2.468 
R2 = 0.478; N = 119; D-W = 1.4905 
3 2 3 2 
Y = bO + bl E Ed. + b2 E Ex. + b3 E Ed. i=l , i=l , i=l , 
Ex1• + b4 E Sec. + W. i=l , , 
Notes: Notation other than intercept and sector of industry dum-
mies are the same as in Table III. 
1) Intercept represents wage or salary of those with col-
lege degrees 30 years of experience and also includes 
the interaction effect and holding a job in tertiary 
industry. 
2) Primary indicates primary industry which originally 
includes agriculture, forestry and pastoral producers 
in some versions as mining. Secondary indicates secon-
dary industry such as manufacturing generally, including 
mining and, as a rule, construction. 
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TABLE XIV 
REGRESSION RESULTS OF AGGREGATE EARNINGS EQUATIONS WITH RESPECT 
TO DIFFERENT LEVELS OF EDUCATION, YEARS OF EXPERIENCE, INTER-
ACTION TERMS OF EDUCATION AND EXPERIENCE, AND SECTOR 
OF INDUSTRY IN JAPAN 
Variable Coefficient T-Value Partial-F 
Intercept 13,749.29 10.343 106.980 
JH -5,991.42 -5.782 33.430 
SH -2,957.74 -2.854 8.147 
JC -1,068.48 -1.992 3.428 
10 yrs -10,302.31 -9.770 15.455 
20 yrs -4,653.62 -4.399 19.349 
JH-10 yrs 4,167.05 2.786 7.759 
JH-20 yrs 2,410.19 1. 642 2.695 
SH-10 yrs 1,134.49 0.774 0.599 
SH-20 yrs -410.53 -0.274 0.075 
JC-10 yrs 18.92 0.012 0.000 
JC-20 yrs -374.00 -0.245 0.060 
Primary 192.94 1. 945 3.228 
Secondary 2 ,211. 90 2.191 4.800 
Mean Value 
of 3,319.12 4.317 18.638 
1969 
Mean Value 
of 11,876.27 15.396 237.040 
1977 
R2 = 0.839; N = 155; D-W = 1.960 
3 2 2 2 
Y = b0 + bl .E Ed; + b2 .E Ex. + b3 .E 
1=1 1=1 1 1=1 
Ed . Ex . + b4 E Soc . + W • 
1 l 1=1 1 1 
Notes: Notations are the same as Tables II and VII. 
and Japan. Table XV showed that among people with college degrees and 
10 years of experience, in the United States if an individual worked in 
tertiary industry, the yearly income was the highest--approximately 
$9,872. If he worked in secondary industry, the yearly income was the 
next highest--approximately $9,621. If he worked in primary industry, 
the yearly income was the lowest--approximately $7,214.67. Among those 
with college degrees and 20 years of experience, if an individual worked 
in tertiary industry, the yearly income was the highest--approximately 
$12,140. If he worked in secondary industry, the yearly income was the 
next highest--approximately $11,889. If he worked in primary industry, 
the yearly income was the lowest--approximately $9,482.57. Among those 
with college degrees and 30 years of experience, if an individual worked 
I 
in tertiary industry, the yearly income was the highest--approximately 
$12,636. If he worked in secondary industry, the yearly income was next 
to highest--approximately $12,386. If he worked in primary industry, 
the yearly income was the lowest--approximately $9,979. 
Next, we calculated the percentage change in earnings of college 
graduates with different years of experience corresponding to different 
sectors of industry in the United States in Table XVI. Among college 
graduates with 10 years of experience, if an individual worked in sec-
ondary industry, the yearly income was $2,406 (33.4 percent) more; if 
he worked in tertiary industry, the yearly income was $2,657 (36.8 per-
cent) more than one who worked in primary industry. Among college 
graduates with 20 years of experience, if the individual worked in sec-
ondary industry, the yearly income was $2,406 (35.4 percent) more. If 
he worked in tertiary industry, the yearly income was $2,657 (28 per-
cent) more than one who worked in primary industry. Among college 
TABLE XV 
ABSOLUTE AMOUNT OF EARNING DIFFERENCES OF COLLEGE GRADUATES WITH 
DIFFERENT YEARS OF EXPERIENCE CORRESPONDING TO DIFFERENT 
SECTORS OF INDUSTRY IN THE UNITED STATES 
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College Degree College Degree College Degree 
+ 10 yrs + 20 yrs + 30 yrs 
Primary Industry 7,214.67 9,482.57 9,979.07 
Secondary Industry 9,621.29 11 ,889.19 12,385.69 
Tertiary Industry 9,872.15 12,140.25 12,636.55 
Note: Calculation was made using Equation (5). Figures indicate 
yearly earning in United States dollar terms. ' 
TABLE XVI 
PERCENTAGE OF CHANGE IN EARNINGS OF COLLEGE GRADUATES WITH 
DIFFERENT YEARS OF EXPERIENCE, CORRESPONDING TO 
DIFFERENT SECTORS OF INDUSTRY IN THE 
UNITED STATES 
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College Degree College Degree College Degree 
+ 10 yrs + 20 yrs + 30 yrs 
Primary Industry 
{2,406.62) {2,406.63) {2,406.64) 
Secondary Industry 
33.4% 25.4% 24% 
{2,657.48) {2,657.68) {2,657.50) 
Tertiary Industry 
36.8% 28% 26.6% 
Notes: 1) Calculation was made using the figure in Table XV. 
2) Figures in parentheses indicate absolute amounts of 
money increase compared to earnings in the Primary 
Industry. 
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graduates with 30 years of experience. If he worked in secondary indus-
try, the yearly income was $2,406 (24 percent} more. If he worked in 
tertiary industry, the yearly income was $2,657. (26.6 percent} more than 
one who worked in primary industry. 
The results indicated that in the United States among college grad-
uates with each different years of experience, individuals who worked in 
the tertiary sector of industry had the highest earnings; those who 
worked in the secondary sector of industry had the next highest earn-
ings, and those who worked in the primary sector of industry had the 
lowest earnings. 
The earnings difference of college graduates with different years 
of experience corresponding to different sectors of industry in Japan 
was shown in Table XVII. Amo,ng college graduates with 10 years of 
experience--if an individual worked in secondary industry, the monthly 
income was the highest--approximately 182,118 yen~ If he worked in 
tertiary industry, the monthly income was the lowest--approximately 
159,999 yen. Among college graduates with 20 years of experience, if 
an individual worked in secondary industry, the monthly income was the 
highest--approximately 188,153 yen. If he worked in primary industry, 
the monthly income was next to highest--approximately 167,963 yen. If 
he worked in tertiary industry, the monthly income was lowest--approx-
imately 166,034 yen. Among college graduates with 30 years of exper-
ience, if an individual worked in secondary industry, the monthly income 
was highest--approximately 192,803.10 yen. If he worked in primary 
industry, the monthly income was next highest--approximately 172,613.50 
yen. If he worked in tertiary industry, the monthly income was lowest--
approximately 170,684.10 yen. 
TABLE XVII 
EARNING DIFFERENCE OF COLLEGE GRADUATES WITH DIFFERENT YEARS 
OF EXPERIENCE CORRESPONDING TO DIFFERENT SECTORS OF 
INDUSTRY IN JAPAN 
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College Degree College Degree Co 11 ege Degree · 
+ 10 yrs + 20 yrs + 30 yrs 
Primary Industry 161,928.70 167,963.40 172,613.50 
Secondary Industry 182 '118 ,30 188,153.00 192,803.10 
Tertiary Industry 159,999.30 166,034.00 170,084.10 
Note: Calculation was made using Equation (6). Figure indi-
cates monthly earnings in Japanese yen. 
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Next, we calculated the percentage change in earnings of college 
graduates with different years of experience corresponding to different 
~ectors of industry in Japan in Table XVIII. Among college graduates 
with 10 years of experience, if an individual worked in primary indus-
try, the monthly income was 1,929.40 yen {1.2 percent) more. If he 
worked in secondary industry, the monthly income was 2,221.90 yen (13.8 
percent) more than one who worked in tertiary industry. Among college 
graduates with 20 years of experience, if an individual worked in pri-
mary industry, the monthly income was 1,939.40 yen {1.2 percent) more. 
If he worked in secondary industry, the monthly income was 2,221.90 yen 
(13.3 percent) more than one who worked in tertiary industry. Among 
college graduates with 30 years of experience,1 if an individual worked 
in primary industry, the monthly ·income was 1,928.40 yen {1.1 percent) 
more. If he worked in secondary industry, the monthly income was 
2,214.90 yen (13 percent) more than one who worked in tertiary industry. 
The results indicated that, in Japan, among college graduates with 
each years of experience, those who worked in the secondary sector of 
industry had the highest earnings; those who worked in the primary sec-
tor of industry had next highest earnings, but approximately one percent 
better off than those who worked in the tertiary sector of industry, 
which had the lowest earnings. 
The Comparative Hypothesis of Earnings Structure 
of College Graduates in the United States and 
Japan 
This hypothesis was tested to evaluate differences in earnings 
structures of college graduates in the United States and Japan. 
• 
TABLE XVIII 
PERCENTAGE CHANGE IN EARNINGS OF COLLEGE GRADUATES WITH 
DIFFERENT YEARS OF EXPERIENCE CORRESPONDING TO 
DIFFERENT SECTORS OF INDUSTRY IN JAPAN 
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College Degree College Degree College Degree 
+ 10 yrs + 20 yrs + 30 yrs 
Tertiary Industry 
(1 ,929.40) (1 ,939.40) (1,928.40) 
Primary Industry 
1.2% 1.2% 1.1% 
(2,211.90) (2 ,271. 90) (2,214.90) 
Secondary Industry 
Notes: 
13.8% 13.3% 13% 
1) Calculation was made using figures in Table 17. 
2) Figures in parentheses indicate absolute amount of 
money increase compared to earnings in tertiary 
industry. 
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The percentage change in earnings corresponding to different lev-
els of education in the United States and Japan was shown in Table IV. 
Using the figure in Table IV, we compared the value of college degrees 
in terms of income or earnings between the United States and Japan. 
The percentage change in earnings corresponding to each level of educa-
tional attainment was as follows: If an invividual graduated from a 4-
year college, the income was 49 percent more in the United States but 
only 37 percent more in Japan than one who graduated from junior high 
school; the income was 32 percent more in the United States but only 26 
percent more in Japan than one who graduated from senior high schooli 
the income was 23 percent more in the United States but only 9 petcent 
more in Japan than junior college ,graduates. 
I 
The results indicated that the value of college degrees in terms 
of income or earning compared with other groups, such as junior high 
school, senior high school, and junior college, was higher in the United 
States than in Japan. 
The percentage change in earnings at each level of education cor-
responding to different years of experience in the United States and 
Japan was shown in Table VIII. · Using the figure in Table VIII, we 
compared the earnings difference of each educational attainment with 
respect to different years of experience between the United States and 
Japan. Among junior high school graduates, if an individual had 11 to 
20 years of experience, the income was only 6.6 percent more in the 
United States, but 70 percent more in Japan. If he had 21 to 30 years 
of experience, the income was only 21.1 percentmore in the United 
States but 181 percent more in Japan than one who had 1 to 10 years of 
experience. Among senior high school graduates, if an individual had 
65 
ll to 20 years of experience, the income was only 5.8 percent more.in 
the United States, but 79.5 percent more in Japan. If he had 21 to 30 
years of experience, the income was only 18.5 percent more in the 
United States but 149 percent more in Japan than one who had l to 10 
uears of experience. Among junior college graduates, if an individual 
had 11 to 20 years of experience, the income was only 15.3 percent more 
in the United States, but 62.4 percent more in Japan. If he had 21 to 
30 years of experience, the yearly income was only 17 percent more in 
the United States but 117 percent more in Japan than one who had 1 to 
10 years of experience. Among 4-year college graduates, if an individ-
ual had 11 to 21 years of experience, the income was only 17.7 percent 
more in the United States, but 54.3 percent mdre in Japan. If he had 
21 to 30 years of experience~ the income was Qnly 13.5 percent more in 
the United States, but 102 percent more in Japan than one who had 1 to 
10 years of experience. 
The results indicated that the percentage change in earnings of 
each level of educational attainment corresponding to different years of 
experience was greater in Japan than in the United States. This could 
be interpreted as meaning th~t: 
1. The traditional seniority system has a strong effect on wages 
and salaries in Japan, and 
2. Experience is a more important factor to determine wages and 
salaries in Japan than in the United States. 
Earnings advantages of graduates of 4-year and 2-year colleges 
with different years of experience compared with other groups in the 
United States and Japan was shown in Tables IX and X. Using the fig-
ures in Tables IX and X, we compared the earnings advantage of graduates 
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of 4-year and 2-year colleges corresponding to each year of experience 
compared with other groups between the United States and Japan. Among 
2-year college graduates, if the individual had 1 to 10 years of exper-
ience, the income was only 24 percent in the United States, but 55.4 
percent more in Japan. If he had 11 to 20 years of experience, the 
income was only 25 percent more in the United States, but 28.1 percent 
more in Japan. If he had 21 to 30 years of experience, the income was 
only 20 percent more in the United States, but 19.6 percent more in 
Japan than junior high school graduates with the same years of exper-
ience. As a result of comparison between 2-year college graduates and 
senior high school graduates between the United States and Japan, if 2-
year college graduates had 1 to 19 years of experience, the income was 
only 9 percent more in the United States, but 27 percent more in Japan. 
If he had 21 to 30 years of experience, the income was only 7.3 percent 
more in the United States but 18.6 percent more in Japan than senior 
high school graduates with the same years of experience. Among 4-year 
college graduates, if 4-year college graduates had 1 to 10 years of 
experience, the income was only 57 percent more in the United States, 
but 78 percent more in Japan. If he had 11 to 20 years of experience, 
the income was 73 percent more in the United States, but only 39.8 per-
cent more in Japan. If he had 21 to 30 years of experience, the income 
was 40 percent more in the United States, but only 27.8 percent more in 
Japan than junior high school graduates with the same years of exper-
ience. Ad a result of comparison among 4-year college graduates and 
senior high school graduates in the United States and Japan, if 4-year 
college graduates had 1 to 10 years of experience, the income was only 
37 percent more in the United States, but 46 percent more in Japan. If 
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he had 11 to 20 years of experience, the income was 52.4 percent more 
in the United States, but only 25 percent more in Japan. If he had 21 
to 30 years of experience, the income was 31.2 percent more in the 
United States, but only 18.6 percent more in Japan than senior high 
school graduates with the same years of experience. 
As a result of comparison between 4-year college graduates and 
junior college graduates, if 4-year college graduates had 1 to 10 years 
of experience, the income was 26 percent more in the United States, but 
only 14.8 percent more in Japan. If he had 11 to 20 years of exper-
ience, the income was 41 percent more in the United States, but only 
9.1 percent more in Japan. If he had 21 to 30 years of experience, the 
income was 22.3 percent more in the United States, but 6.8 percent more 
in Japan, than one who graduated from a 2-year college with the same 
years of experience. 
As the characteristics of the percentage earnings advantage of 4-
year and 2-year college graduates compared with other groups with 
respect to different years of experience was ambiguous in the United 
States.· Those with 11 to 20 years of experience had the largest per-
centage earnings advantage; those with 1 to 10 years of experience had 
the next largest, and those with 21 to 30 years of experience had the 
smallest. On the contrary, in Japan, those with 1 to 10 years of 
~xperience had the largest percentage earning advantage, but which 
declined continually later on. This could be interpreted to mean that 
external experience was a very important factor to decide wages and 
salaries in Japan rather than in the United States. 
The percentage change in earnings of college graduates with differ-
ent years of experience corresponding to different sectors of industry. 
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in the United States and Japan was shown in Tables XVI and XVIII. Using 
the figures in Tables XVI and XVII, we compared the percentage change in 
earnings of college graduates with respect to different years of exper-
ience corresponding to different sectors of industry between the United 
States and Japan. Among those who had 1 to 10 years of experience, if 
an individual worked in secondary industry, the income was 33.4 percent 
more. If he worked in tertiary industry, the income was 36.8 percent 
more than one who worked in primary industry in the United States. But 
in Japan, if he worked in the primary sector of industry, the income was 
1.2 percent more. If he worked in the secondary sector of industry, the 
income was 13.8 percent more than one who worked in tertiary industry. 
Among those with 11 to 20 years of experience,, if an individual worked 
in the secondary sector of industry, the income was 25.4 percent more. 
If he worked in tertiary industry, the income was 28 percent more than 
one who worked in primary industry in the United States. But in Japan, 
if he worked in the primary sector of industry, the income was 1.2 
percent more. If an individual worked in the secondary sector of indus-
try, the income was 13.3 percent more than one who worked in tertiary 
industry. Among those with 21 to 30 years of experience, if an indi-
vidual worked in secondary industry, the income was 24 percent more. 
If he worked in tertiary industry, the income was 26.6 percent more than 
one who worked in primary .industry in the United States. But in Japan, 
if an individual worked in the primary sector of industry, the income 
was 1.1 percent more. If he worked in the secondary sector of industry, 
the income was 13 percent more than one who worked in the tertiary sec-
tor of industry. 
As the findings of the percentage earning advantage of college 
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graduates in different sectors of industry, one who worked in the ter-
tiary sector of industry, such as transportation, communications, trade, 
government, personal and domestic services, had the highest income, and 
one who worked in the secondary sector of industry, such as manufactur-
ing, construction, etc., had the next highest income, and one who worked 
in the primary sector, such as agriculture, fishing, and mining, had the 
lowest income in the United States. On the contrary, in Japan, one who 
had a job in the secondary sector of industry had the highest income. 
One who had a job in the primary sector of industry was the next high-
est, and one who had a job in the tertiary sector of industry had the 
lowest income. 
This could be interpreted to mean that inl the United States, ter-
' 
tiary, secondary, and primary sec~o~s of industry, in this order, were 
the most specialized sectors of industry where the most competitive 
individuals were working. On the contrary, in Japan, the secondary, pri-
mary, and tertiary sectors of industry, in this order, were the most 
specialized sectors of industry where the most competitive individuals 
were working if the job market satisfied the following conditions: 
1. The labor market perfection existed and the figures reflected 
the occupational mobility of workers. 
2. The labor market achieved an equilibrium of equalized return 
to their wages and salaries. 
3. The figures reflected the inclusion in return to equal returns 
to 11 innate 11 qualities or return to the education of some qualities. 
The Findings About the Change in Earnings Struc-
ture of College Graduates in Japan Between 1970 
and 1977, and the Evaluation of the Hypothesis 
70 
Traditionally, college education had been a major route for social 
and economic advance in Japan, providing individuals with training that 
promised high earnings and provided the nation with scientific and tech-
nical specialists and skilled white-collar workers. Viewed as an eco-
nomic investment in skills, college training had been highly profit-
able to individuals and to society, and had been an integral part of 
the dream of success and the good life. 
But college job markets deteriorated greatly in the 1970s. To pin 
I 
down the cause of the depressed market of the 1970s and predicted per-
iod of over-education, in this section we exam'ined the change in earn-
ings structure of college graduates compared to other groups, such as 
junior high school, senior high school, and junior college graduates 
between 1970 and 1977 in Japan. 
The Comparative Hypothesis of Change in Earnings 
Structure of College Graduates in Japan Between 
1970 and 1977 
The hypothesis was tested to evaluate the change in earnings struc-
ture of college graduates in Japan between 1970 and 1977. 
The absolute income differences among each different level of educa-
tional attainment in Japan in 1970 to 1977 was shown in Table XIX. The 
percentage change in earnings advantage corresponding to each level of 
education in Japan in 1970 and 1977 was also shown in Table XX. The 
percentage change in earnings advantage among senior high school, 2-year 
TABLE XIX 
ABSOLUTE AMOUNT OF EARNINGS DIFFERENCES CORRESPONDING TO THE 
LEVEL OF EDUCATION IN JAPAN IN 1970 AND 1977 
yunior High School 
Senior High School 












Note: Figures in 1970 and 1977 indicate earnings in yen with 
nominal value of yen in each year. 
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TABLE XX 
PERCENTAGE OF CHANGE IN EARNINGS CORRESPONDING TO EACH LEVEL 
OF EDUCATION IN JAPAN IN 1970 AND 1977 
72 
Year JH SH JC 4-yr Col. 
Junior 1970 
High School 1977 
1970 (8,764.20) 9% 
Senior 
High School 
(8,764.50} 1977 4.9% 






1970 (36 '116. 50) (27,352.30) (11 ,326.10) 37% 26% 9% 
4-yr 
Call ege 
1977 (35 ,261. 50) (26,352.40) (11 ,325.40) 20.3% 16.7% 5.6% 
Note: Figures in parentheses indicate changes in earnings with 
nominal value of yen in 1970 and 1977. 
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college and 4-year college graduates compared with junior high school 
graduates between 1970 and 1977 were as follows: If the individual 
graduated from senior high school, the monthly income was 9 percent more 
in 1970 but only 4.9 percent more in 1977. If he graduated from junior 
college, the monthly income was 26 percent more but only 13.9 more in 
1977. If he graduated from a 4-year college, the monthly income was 37 
percent more but only 20.3 percent more in 1977 than one who graduated 
from junior high school. If the individual was graduated from junior 
college, the monthly income was 15 percent more in 1970 but only 8.6 
percent more in 1977. If he graduated from a 4-year college, the 
monthly income was 26 percent more in 1970 but only 16.7 percent more 
in 1977 than one who graduated from senior hi~h school. If the indi-
vidual graduated from a 4-year college, the monthly income was 9 per-
cent more in 1970 but only 5.6 percent more in 1977 than one who grad-
uated from junior college. Therefore, the results clearly showed us 
the earnings difference corresponding to each level of educational 
attainment was greatly changed between 1970 and 1977. In most cases, 
earnings advantage of each level of educational attainment decreased 
approximately 36.8 percent. 
Next, we calculated the earnings differenct of different levels 
of education corresponding to different years of experience in Japan 
between 1970 and 1977 in Table XXI, and the percentage change in earn-
ings of different levels of education corresponding to different years 
of experience in Japan between 1970 and 1977 in Table XXIl. The per-
centage change in earnings advantage of each level of education corres-
ponding to different years of experience between 1970 and 1977 was as 









ABSOLUTE AMOUNT OF EARNINGS DIFFERENCE OF EACH LEVEL OF 
EDUCATION CORRESPONDING TO DIFFERENT YEARS OF 
EXPERIENCE IN JAPAN IN 1970 AND 1977 
Junior High School Senior High School 
1970 1977 1970 1977 
59,739.70 130,768.70 89,739.70 141,511.80 
107,243.40 178,282.40 127,253.40 189,015.50 
148,858.90 219,887.90 168,868.90 230,631.00 
Junior College 4-xr Co 11 ege 
96 '129. 1 0 157,901.20 87,404.00 169, 176.10· 
129,632.80 205,404.90 134,407.70 216,679.80 
165,248.30 247,020.40 176,523.20 258,295.30 
Notes: 1) Calculation was made using Equation {4). 
2) Figures indicate earnings with nominal value of yen 










PERCENTAGE OF CHANGE IN EARNINGS OF EACH LEVEL OF EDUCATION 
CORRESPONDING TO DIFFERENT YEARS OF EXPERIENCE 
IN JAPAN IN 1970 AND 1977 
Junior High School Senior High School 
1970 1977 1970 1977 
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(47,503.70) (47,513.70) (49,503.42) (47,524.70) 
70% 36.3% 79.5% 33.6% 
(89,119.20) (89,169.20) (87 ,620. 1 0) (89,219.00) 
181% 68% 149% 63% 
Junior Co 11 ege · 4-yr Co 11 ege 
(46,503.70) (46,703.80) (47,503.70) {46,513.80) 
62.4% 30.1% 54.3% 28.1% 
(88,119.20) (89,218.40) (89, 119.20) {d7,116.20) 
117% 56.4% 102% 52.7% 
Note: Figures in parentheses indicate change in absolute amount 
of earnings with nominal value of the yen in 1970 and 
1977. 
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to 20 years of experience, the monthly income was 70 percent more in 
1970, but only 36.3 percent more in 1977. If he had 21 to 30 years of 
experience, the monthly income was 181 percent more in 1970 but only 68 
percent more in 1977 than one who had 1 to 10 years of experience. 
Among senior high school graduates, if an individual had 11 to 20 years 
of experience, the monthly income was 79.5 percent more in 1970 but 
only 33.6 percent more in 1977. If he had 21 to 30 years of exper-
ience, the monthly income was 149 percent more in 1970 but only 63 per-
cent more in 1977 than one who had 1 to 10 years of experience. Among 
junior college graduates, if an individual had 11 to 20 years of exper-
ience, the monthly income was 62.4 percent more in 1970 but only 30.1 
percent more in 1977. If he had 21 to 30 yeans of experience, the 
monthly earnings was 117 pertent 'more in 1970 'but only 65.4 percent 
more than one who had 1 to 10 years of experience. Among 4-year col-
lege graduates, if an individual had 11 to 20 years of experience, the 
montly incom was 54.3 percent more in 1970 but only 28.1 percent more 
in 1977. If he had 21 to 30 years of experience, the monthly income 
was 102 percent more in 1970 but only 52.7 percent more in 1977 than 
one who had 1 to 10 years of experience. The results indicated that 
the earnings difference of each level of educational attainment with 
each different duration of experience--1 to 10, 11 to 20, and 21 to 
30 years--decreased approximately 42.6 percent between 1970 and 1977. 
Next, we calculated the change in earnings percent advantage of 2-
year and 4-year college graduates corresponding to different years of 
experience compared with other groups such as junior high school and 
senior high school graduates in Japan between 1970 and 1977 in Table 
XXIII. Among 2-year college graduates, if an individual had 10 years 
QJ 
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CHANGES IN EARNINGS OF 4-YEAR AND 2-YEAR COLLEGE GRADUATES 
CORRESPONDING TO DIFFERENT YEARS OF EXPERIENCE 
COMPARED WITH OTHER GROUPS IN JAPAN 
IN 1970 AND 1977 
77 
Junior HS Senior HS 2-':l..r College 4-':l..r College 
1 0-20-30 yrs 10-20-30 yrs 1 0-20-30 yrs 1 0-20-30 yrs Yrs 
'70 (27.132.50) (16,359.40) 55.4% 27% 
10 
'77 (26,321.50) (16,389.40) 20.7% 11 .6% 
(27,232.50) (16,248.30) '70 28.1% 15.1% 
20 
(27,112.50) (16 ,389.40) '77 15.2% I 8.7% 
'70 (27,332.60) (16, 148. 20) 
30 19.6% 18.6% 
'77 (27,132.50) (16 ,426. 30) 12.3% 7.1% 
'70 (36,507.40) (27,664.30) (11 ,274.90) 78% 46% 14.8% . 
10 
'77 (38,407.40) (27,564.30) (11,247.80) 29.4% 19.6% 7.1% 
170 (38,407.40) (27,654.30) ( 11 '263. 30) 39.8% 25% 9.1% 
20 
(38,397.40) (27,664.30) (11,274.90) '77 15.2% 14.6% 5.4% 
(35,606.20) (27,766.40) (11 ,268. 30) 
170 27.8% 18.6% 6.8% 
30 
'77 (38,341.60) (11 ,274. 90) (11 ,864.90) 17.4% 4.9% 4.6% 
Note: Notation is the same as Table IX. 
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of experience, the monthly income was 55.4 percent more in 1970 but 
only 20.7 percent more in 1977. If he had 20 years of experience, the 
monthly income was 28.1 percent more in 1970 but only 15.2 percent more 
in 1977. If he had 30 years of experience, the monthly income was 19.6 
percent more in 1970 but only 12.3 percent more in 1977 than one who 
graduated from junior high school with the same years of experience. 
As a result of comparison between junior college graduates and 
senior high school graduates, if the junior college graduate had 10 
years of experience, the monthly income was 27 percent more in 1970 but 
only 11.6 percent more in 1977. If he had 20 years of experience, the 
monthly income was 15.1 percent more in 1970 but only 8.7 percent more 
in 1977. If he had 30 years of experience, tHe monthly income was 18.6 
percent more in 1970 but only 7.1 percent more in 1977 than one who had 
graduated from senior high school with the same years of experience. 
Among 4-year college graduates, if an individual had 10 years of 
experience, the monthly income was 70 percent more in 1970 but only 29.4 
percent more in 1977. If he had 20 years of experience, the monthly 
income was 39.8 percent more in 1970 but only 15.2 percent more in 1977. 
If he had 30 years of experience, the monthly income was 27.8 percent 
more in 1970 but only 17.4 percent more in 1977 than one who graduated 
from junior high school with the same years of experience. As a result 
of comparison between 4-year college graduates and senior high school 
graduates, if the 4-year college graduate had 10 years of experience, 
the monthly income was 46 percent more in 1970 but only 19.6 percent 
more in 1977. If he had 20 years of experience, the monthly income was 
25 percent more in 1970 but only 14.6 percent more in 1977. If he had 
30 years of experience, the monthly income was 18.6 percent more in 1970 
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but only 4.9 percent more in 1977 than one who graduated from senior 
high school with the same years of experience. As a result of compari-
son between 4-year college graduates and 2-year college graduates, if 
the 4-year college graduate had 10 years of experience, the monthly 
income was 14.8 percent more in 1970 but only 7.1 percent more in 1977. 
If he had 20 years of experience, the monthly income was 9.1 percent 
more in 1970 but only 5.4 percent more in 1977. If he had 30 years of 
experience, the monthly income was 6.8 percent more in 1970 but only 4.6 
percent more in 1977 than one who graduated from Junior college with the 
same years of experience. 
The results indicated that the earning advantage of 4-year and 2-
year college graduates compared with other groups, such as junior high 
school, senior high school, and junior college graduates in each year. of 
experience decreased approximately 37.4 percent between 1970 and 1977 in 
Japan. 
CHAPTER V 
FINDINGS AND RECOMMENDATIONS 
Concerns over unemployment and under-employment of college and 
university graduates is growing. Regardless of whether the current 
problem is a cyclical or permanent phenomenon, it has raised serious 
questions about the role of systems of higher education in virtually 
every country where it has appeared. The severity of being unable 
to find jobs for college graduates adequately1matched with their 
training varies from student field to field, institution to institu-
tion, and the actual extent of unemployment or under-employment among 
graduates is difficult to establish. Nonetheless, events in the United 
States and Japan indicate that the problem is a source of concern for 
college faculties, administrators, and also for students. 
The purpose of this research was to measure the effect of educa-
tional attainment, experience, and workers' sector of industries on 
the individual's earnings in the United States and Japan. A focus on 
the economic value of higher education and especially changes in econ-
omic value over time provided a better understanding of significant 
dimensions of the problems of unemployment and underemployment and the 
effects of these problems on higher education. The findings of the 




1. The greatest gain in income was obtained by the better edu-
cated both in the United States and Japan. In the United States, the 
annual income of the graduate of a 4-year college was $3,689.07 (49 
percent) more than the individual who completed junior high school 
only. The annual income of a junior college graduate was $1,553.57 
(27 percent) more. The annual income of a senior high school graduate 
was $920 (12 percent) more. In Japan, the graduate of a 4-year college 
earned a monthly income of 36,117 yen (37 percent) more than the grad-
uate of a junior high school. The junior college graduate earned a 
monthly income of 24,794 yen (26 percent) more. The senior high school 
graduate earned an income of 8,762 yen (9 percent) more. 
2. The value of college degrees in the terms of income or earn-
ings compared with other groups such as junior high school, senior 
high school, and junior college graduates, was higher in the United 
States than in Japan. If the individual graduated from a 4-year col-
lege, the income was 49 percent more in the United States, but only 37 
percent more in Japan than one who graduated from junior high school. 
The income was 32 percent more in the United States, but only 26 per-
cent more in Japan than one who graduated from senior high school. The 
income was 23 percent more in the United States but only 9 percent more 
in Japan than junior college graduates. 
3. The income or earnings increased constantly with the longer 
years of experience for both those in the United States and Japan. 
Among 4-year college graduates in the United States, if the individual 
had 11 to 20 years of experience, the annual income was $1,810.07 (17.7 
percent) more than the individual with l to 10 years of experience. 
The individual with 21 to 30 years of experience earned an annual 
income of $1,376.72 (13.5 percent) more. On the other hand, among 
4-year college graduates in Japan, if the individual had 11 to 20 
years of experience, the monthly income was 47,503.70 yen (54.3 per-
cent) more than the individual who had 1 to 10 years of experience. 
The individual with 21 to 30 years of experience earned a monthly 
income of 89,119.20 yen {102 percent) more. 
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4. The percentage change in earnings of 4-year and 2-year college 
graduates corresponding to different years of experience was greater in 
Japan than in the United ~tates. 
5. The earnings advantage of 4-year and 2-year college graduates 
was compared with other groups with respect to years of experience--1 
to 10, 11 to 20, and 21 to 30 years. In the United States, if the 
individual graduated from junior college, the income was 24 percent, 
25 percent, and 20 percent more than junior high school graduates. The 
income was 9 percent, 9.2 percent, and 7.3 percent more than senior. 
high school graduates. If the individual graduated from a 4-year col-
lege, the income was 57 percent, 73 percent, and 46.7 percent more than 
junior high school graduates. The income was 37 percent, 52.4 percent, 
and 31.2 percent more than senior high school graduates. The income 
was 26 percent, 41 percent, and 22.3 percent more than junior college 
graduates. On the contrary in Japan, the results indicated with years 
of experience--1 to 10, 11 to 20, and 21 to 30 years--if one graduated 
from two years of college, the income was 55.4 percent, 28.1 percent, 
and 19.6 percent more than junior high school graduates. The income 
was 57 percent, 73 percent, and 18.6 percent more than senior high 
school graduates. If the individual graduated from a 4-year college, 
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the income was 78 percent, 39.8 percent, and 27.8 percent more than 
junior high school graduates. The income was 46 percent, 25 percent, 
and 18.6 percent more than senior high school graduates. The income 
was 14.8 percent, 9.1 percent, and 6.8 percen more than 2-year college 
graduates in Japan. 
6. The earnings advantage of 4-year and 2-year college graduates 
compared with other groups such as junior high school and senior high 
school graduates decreased more with longer years of experience in 
Japan than in the United States. 
7. The percentage earnings advantage of 4-year and 2~year college 
graduates with different years of experience corresponding to different 
sectors of industry in the United States and llapan revealed that, in 
the United States, one who worked in the tertiary sector of industry, 
such as transportation, communication, trade, government, personal and 
domestic services, had the highest earnings and one who worked in the 
secondary industry, such as manufacturing and construction, had the 
next highest; one who worked in the primary sector of industry, such 
as agriculture, fishing, and mining, had the lowest earnings. On the 
contrary in Japan, one who worked in the secondary sector of industry 
had the highest income. One who worked in the primary sector of indus-
try had the lowest income. 
8. The earnings difference of each level of educational attain-
ment decreased an average of 36.8 percent between 1970 and 1977 in 
Japan. 
· 9. The earnings difference of each level of educational attain-
ment with different years of experience--1 to 10, 11 to 20, and 21 to 
30 years--decreased an average of 42.6 percent between 1970 and 1977 
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in Japan. 
10. The earnings advantage of 4-year and 2-year college grad-
uates compared with other groups in each year of experience decreased 
an average of 37.5 percent between 1970 and 1977 in Japan. 
Recommendations for Future Study 
There is a general consideration of the problems of estimating 
the rate of return to education, reviewing in detail both conceptual 
issues and the problems which arise because of the kinds of data which 
are available. The results of this study indicated that the rates of 
return which were calculated should be interpreted with care. There 
are difficulties in their estimation which ha,ve not yet been overcome 
because of the 1 imitations and restrictive as,sumptions remaining in 
the estimation of the return {reward) of eduation. Thus, the results 
cannot be accepted as indicting the 11 true11 rates of return relative to 
educated labor. 
For example, the differences in calculated rates of return of 
education may be a result of differences in hours of work that are also 
associated with education. The standardized incomes for hours of work 
does, in fact, make a difference 1n the calculated rates of return. 
Most research assumes that an individual's income-leisure preference 
does not itself change with wage rates, even though it is usually 
claimed that education, which affects wage rates, does affect a variety 
of individual preferences. Most research also assumes that individuals 
are not constrained by the social patterns of their occupations or 
their labor contracts to work specific numbers of hours per day. In 
fact, there is a variety of legal and union contract restrictions as 
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as well as common practices that are not easily modified to individual 
choice. These constraints as well as inherent difficulties of finding 
a representative hours-earnings for all occupations, make it impos-
sible to achieve a completely satisfactory adjustment of reported 
incomes in order to isolate the effects of education in changing earn-
ing power. Therefore, individual incomes should be standardized for 
hours worked in order to eliminate the effects of income-leisure sub-
stitution and also legal union contract restrictions. 
The available estimates of age-income profiles and returns to edu-
cation have assumed that simple adjustments will convert cross-section 
data into a picture of future life-history data. No simple adjust-
ments, however, will resolve the profound difficulties that exist. 
Both demand and supply influences that affect the relation of income 
to education need to be investigated. Any observed life history of 
incomes for individuals with certain levels of education will reflect 
supply and demand forces which act differently at different ages •. 
Likewise, any observed cross-section of incomes for individuals with a 
specified level of education will similarly reflect many supply and 
demand forces acting differently at different ages. Therefore, it is 
important to consider the effects of supply and demand situations in 
the job market to estimate the rates of return to the different levels 
of education. 
The disaggregated approach to pursue the goal of learning more 
about the source of variation in returns to education by making a num-
ber of such calculations on an occupational basis has a number of 
potential advantages. It permits the comparison of individuals who 
are more nearly similar in their personal characteristics than is 
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possible if all college graduates are compared with all high school 
graduates, as has been done in this research. It also helps to iden-
tify sources of differences in rates of return which are associated 
with the characteristics of popular occupations; e.g., the character-
istics of length of hours worked, the degree of control over the labor 
market, etc. Differential 11 returns to education 11 in various occupa-
tions, if they are found, must therefore: 1} be due to labor market 
imperfections or reflect the costs of occupational mobility; 2) indi-
cate that the market labor has not achieved an equilibrium of equalized 
returns; 3} reflect the inclusion in returns of differential rents 
to 11 innate11 qualities or returns to education of different qualities. 
And, if any of these conditions exist, the rate of return calculated 
for all labor in an educatic;mal category cannot be interpreted as 
revealing the return to investment in education. Each of these three 
conditions deserves close attention. Thus, disaggregation on an occu-
pational basis helps: 1} to define groups of individuals with rela-
tively homogeneous personal characteristics of intelligence, physical 
aptitude and personality to relate the effect of earnings; 2) to 
achieve homogeneity in the 11 Socio•economic 11 background of the labor 
forces that are being compared. 11 Socio-economic factors 11 may be 
related to income both through the quality and quantity of the educa-
tion obtained by the individual and also independently of the level of 
education. Above all, it is desirable to continue the disaggrega-
tion to the level of the industry and region as well as occupation to 
calculate the rate of return to education more accurately. 
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Further Recommendations 
Higher education has been perceived as the sure route to a good job 
and high income, but a different situation has appeared in recent years. 
Graduates have experienced difficulty in finding jobs adequateJy matched 
with their training. Therefore, there is a need to resolve these prob-
lems and improve the job market for college graduates. The following 
recommendations are made regarding the problems of unemployment and 
under-employment of college graduates in the United States and Japan. 
1. Government agencies should give high priority to the develop-
ment of more adequate programs of data-gathering and analysis related 
to manpower programs of college graduates. 
I 
2. Government agencies and other appropriate bodies should under-
take studies of the implications of the changing job market for holders 
of degrees and for enrollment in degree programs. 
3. Government agencies should take steps to improve the flow of 
current occupational information and make it more readily available to 
students. 
4. Individual institutions should consider adjusting their pro-
grams to changing job markets for graduates--not only in the short run, 
but also in the long run. 
5. Each institution should take steps to strengthen occupational 
counseling programs available to its students. 
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Description of the Data for the United 
States and Japan 
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The United States data were collected from the 1970 Census, which 
presents detailed statistics for the United States and regions on the 
earnings of males 18 years old and over, classified by various demo-
graphic, social, and economic characteristics. The report presents 
cross-classifications of earnings by characteristics such as occupation, 
educational attainments, labor force status, and age. The statistics 
in this report are based on a sample inflated to represent the total 
population. Statistics on earnings, based on a 20-percent sample, are 
presented for the United States. The data on earnings were derived 
from questionnaires mailed to individuals. 
Information on money earnings received in the calendar year 1969 
was requested from all persons 14 years old and over in the 20 percent 
sample. 11 Total earnings 11 is the algebraic sum of the amounts of wage or 
salary income. The figure represents the amount of income received 
before deductions for personal income taxes, social security, bond pur-
chases, union dues, and medical deductions, etc. Wage or salary income 
is defined as the total money earnings received for work performed as 
an employee at any time during the calendar year 1969. It includes 
wages, salaries, pay from armed forces, coliiDlissions, tips, piece-rate 
pauments, and net bonuses earned. Nonfarm net self-employment income is 
defined as net money income, gross receipts minus business expense, 
received from a business, professional enterprise or partnership in 
which the person was engaged on his own account. Gross receipts include 
the value of all goods sold and service rendered. Business expenses 
include cost of goods purchased, rent, heat, light, power, depreciation 
94 
charges, wages, and salaries paid, business taxes, but not personal 
income taxes Farm net self-employment income, gross receipts minus 
operating expenses received from the operation of a farm by a person on 
his own account as an owner, renter, or share cropper. Gross receipts 
include the value of all products sold, governmental subsidies, money 
received from the rental of farm equipment ot others, and. incidental 
receipts from the sale of wood, sand and gravel, etc. Operating 
expenses include the cost of fuel, fertilizer, seed, and other farming 
supplies, cash wages paid to farm hands, depreciation changes, cash 
rent, interest on farm mortg~ges, farm building repairs, farm taxes. 
The value of food and other farm products used for family living is not 
included as part of net income. 
The occupational classification system developed for the 1970 
Census consists of all specific occupational categories arranged into 
12 major occupational groups. 
The limitations of the United States data are as follows: the 
questionnaire entries for earnings are frequently based on memory and 
not on records; many persons tend to forget minor or irregular sources 
of income and, therefore, under-report their earnings. In addition, 
there are errors of reporting due to misunderstanding of the earnings 
questions. One such error is the reporting of gross instead of net 
dollar amount for the two questions on net self-employment income, 
which results in the over-statement of these items. Another common 
error is the reporting of identical dollar amounts in two of the three 
earnings items where a respondent with only one source of earnings 
assumed that the second amount should be entered to represent total 
earnings. Such instances of over-reporting would have an impact on 
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the level of mean earnings for the various occupation groups published 
in this report. 
Description of the Data for Japan 
The Japanese data were collected from the Basic Survey on Wage 
Structure, which aims at obtaining a clear picture of the wage structure 
of regular employees in major industries; i.e., wage distributions by 
individual groups, regions, sizes of enterprise, sex, type of regular 
employees, educational attainment, occupation, employment type, working 
type, age, duration of service, and years of experience. This report 
also investigates the situation of accessions and separations in the 
establishments of major industries. 
As to accessions, the data defined the following items: 1) charac-
teristics, such as sex, educational attainment, native place, and occu-
pational history, etc.; 2) employment status, job, wage change, channel 
of accession and residence, etc., at the time of accession; 3) previous 
industry, size, and occupation, etc. 
As to separations, data defined the following items: 1) character-
istics such as sex, age, and educational attainment, etc.; 2) employment 
status, occupation, length of service, and reason for separation, etc. 
This survey also covers establishments employing usually 30 or more 
regular employees in private and public sectors, in mining, construc-
tion, manufacturing, wholesale and retail trades, finance and insurance, 
real estate, transport and comnunication, electricity, gas, water, and 
steam service. This survey is conducted at the end of every month. 
11 Total earnings 11 can be defined as cash earnings which are defined as 
money earned before income tax, social insurance contribution, union 
-------------
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dues, payment for purchased commodities, etc. Contractual cash earnings 
which are defined as earnings paid on the basis of method and conditions 
previously determined by labor contracts, collective agreements or wage 
regulations of establishments. Special cash payments which are defined 
as amount actually paid to the employee during survey period for extra-
ordinary or emergent cases without any previous agreement, contract or 
rule. Retroactive payment of wages for past months as a result of a 
new agreement is also included. Through their terms and amounts are 
fixed by collective agreements, payments such as summer and year-end 
bonuses which are paid for such periods longer than three months, and 
allowances such as marriage allowances which are paid for unforeseen 
events are included. 
The definitiors of regular employees are: 1} employed indefinitely 
or under a contract for a period longer than one month; 2) employed for 
18 or more days in previous two calendar months, of those employed on a 
daily basis or under a contract for a period less than one month; 3) 
such officials as directors who attend regularly and receive monthly 
payments; 4) family members of a self-employed who work with him reg-
ularly and receive monthly payments. 
The limitations of Japanese data are as follows: the designed 
accuracy is fixed for the average contractual cash payment per regular 
employee, and as for each enterprise size with 100 or more employees 
within 0.6 percent for each enterprise size in the lowest unit industry 
in the material total, and as for enterprise with less than 100 employ-
ees, 0.8 for national total and data are colleged from four percent of 
each prefecture. 
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ESTIMATES AND PROJECTIONS OF THE UNITED STATES 
POPULATION IN 1974 
Total Male Female Age Total Male 
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Female 










16,305 8,329 7,976 50-54 11,967 5,759 6,208 
17,593 8,964 8,629 55-59 10,302 4,912 5,390 
20,719 10,564 10 '155 60-64 9,205 4,299 4,906 
20,824 10,570 10,254 65-69 7,835 3,473 4,362 
18,733 9,416 9,317 70-74 
5,702 2,411 3,291 
16,223 8,074 8,149 75-79 
I 3,929 1 ,551 2,378 
13,547 6,696 ' 6,851 80-84 
2,606 954 1,652 
11,444 5,593 5,851 85 
1,743 577 1 '166 
11 ,377 5,563 5,814 Over 
Source: U. S. Department of Commerce, Bureau of Census, 
Projections of the Population of the United States, 
1975 to 2050, Series p-20, No. 601, p. 36, 1975. 
TABLE XXV 
STUDENT ENROLLMENT, NUMBER OF GRADUATES, AND NUMBER OF JUNIOR 











Increased . Increased 
Student Ratio Number of Ratio Number of 
Enrollment (%) Graduates (%) Schools 
617,000 72,368 557 
774,000 125 96,821 134 628 
989,000 ·128 111 ,607 115 642 
1,326,000 134 139 '183 125 685 
1,752,000 135 159,441 115 726 
2,323,000 124 206,023 199 897 
2,922,000 131 !252,61 0 123 1 ,080 
I 
3,312,000 113 292 '119 116 1 '151 
3,871,000 117 321,108 110 1 '128 
Source: U. S. Department of Health, Education and Wel-
fare, National Center for Education Statistics. 
The Condition of Education, p. 106, 1976. 
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TABLE XXVI 
STUDENT ENROLLMENT, NUMBER OF GRADUATES, AND NUMBER OF COLLEGES 












Student Ratio Number of Ratio Number of 
Enrollment (%) Graduates {%) Schools 
3,171,000 392,432 1,400 
3,381,000 107 386,492 98 1 ,472 
3,630,000 107 505,265 131 1,536 
4,291,000 118 562,962 'Ill 1 ,567 
5,721,000 133 734,070 130 1 ,808 
' 
6,358,000 111 846 '11 0 115 1 ,676 
6,682,000 105 930,272 110 1 ,776 
6,912,000 103 945,237 102 1,887 
7,138,000 107 931 ,663 99 1 ,898 
Source: U. S. Department of Health, Education and Wel-
fare, National Center for Education Statistics. 
The Condition of Education, p. 187, 1976. 
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TABLE XXVII 














Graduates (%) Graduates (%) 
117 '1 52 18,239 
140,548 120 20,621 113 
157,707 112 23,091 112 
193,756 110 19,872 129 
208,291 108 
' 
32, ll3 108 
263,340 126 1 ' 34,792 108 
277,030 105 33,826 97 
293,651 106 34,086 101 
Source: U. S. Department of Health, Education and Wel-
fare, National Center for Education Statistics. 
The Condition of Education, p. 189, 1976. 
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APPENDIX C 
THE UNEMPLOYMENT RATIO OF GRADUATES OF HIGHER 









TABLE XXV I II 
UNEMPLOYMENT RATE BY AGE AND YEARS OF SCHOOL COMPLETED 
IN THE UNITED STATES (1971-1977) 
Percentage of Labor Force Unem~lo~ed 
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Total, 18 years l8 & 19 20 to 24 
School Years old & over years years 
Junior College 5.6 13 0 7 9.8 
Call ege 2.3 5.4 
Junior College 4.3 8.8 6.6 
Call ege 2.7 5.5 
Junior College 6.9 8.7 11 01 
College 2.9 6.5 
Junior College 6.3 12.9 9.3 
College 2.4 5.4 
Junior Call ege 6.0 9.0 9 01 
Call ege 3.3 8.2 
Source: U. S. Department of Labor, Bureau of Labor Statistics. 
Special Labor Force Report, pp. 140, 151, 133, 204. 










EMPLOYMENT STATUS OF THE POPULATION BY SCHOOL COMPLETED-
U. S. JUNIOR COLLEGE, COLLEGE AND UNIVERSITY, 
AND GRADUATE SCHOOL (thousands) 
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Type of Total Unemployed 
Institution Number Working Occupation (%) 
Junior Co 11 ege 11 '138 10,509 629 6 
4-year College 6,563 6,363 200 3 
Graduate School 4,296 4,245 51 1 
Junior College 121 ,422 11 '919 503 4 
4-year College 7,463 7,279 184 2 
Graduate School 4~905 4,833 72 2 
Junior College 14,066 13,096 972 7 
4-year College 8,550 8,240 310 4 
Graduate School 5,778 6,672 106 2 
Junior College 14,889 13,944 945 6 
4-year College 9,214 8,909 305 3 
Graduate College 6 '141 6,068 124 2 
Junior College 15,649 14,705 944 6 
4-year College 9,597 9,215 382 4 
Graduate College 6,603 6,448 154 2 
Source: U. S. Department of Labor, Bureau of Labor Statistics. 
Special Labor Force Report, pp. 140, 161, 193, 204. 
Educational Attainment of Workers, 1971, 1973, 1975, 














'4 2 0 2 4 6 
U. S. Department of Commerce, Bureau of the Census, Projec-
tions of the Po ulation of the United States, 1975 to 2050 
Series, p. 20, No. 601, p. 36 1975 . 
Figure 1. Population Pyramid of the United States (1974) 
A range of school organizational patterns and subdivisions 







































l:;.l"hnn 1 c: 
Source:· United States Department of .flealth, · 
Education and Welfare, National Center 
for Education Statistics, p. 14 (1976). 






20 to 24 years unemp1 oyed call ege graduates 
r~ 20 ~0 '24 years unemployed junior college 
L:J graduates 






•••• Total, 18 years old and over unemployed junior 
~·:·: co 11 ege ·graduates 






Source: United States Department of Labor, Bureau of Labor Statistics, 
Special Labor Force Report, pp. 140, 101, 133, 204. Educa-
tional Attainment of Worker, 1971,1973,1975,1976,1977. 
Figure 3. Ratio of Unemployment by Years of School Completed and 
Age in the United States 
APPENDIX D 




JAPANESE POPULATION BY AGE AND SEX IN 1976 
(thousands) 
Age Total Male Female Age Total Male Female 










9,843 5,048 4,796 50-54 6,176 2,890 3,305 
9,465 4,842 4,623 55-59 4,719 2.067 2,652 
8,147 4 ~ 147 4,000 60-64 4,344 1,949 2,395 
7,884 4,033 3,851 65-69 3,636 1,633 2,002 
8,645 4,364 4,281 7,074 2,559 1 , 133 1,426 
11 ,421 5,751 15,670 7,579 1 ,723 729 994 
8,792 4,398 4,394 80-84 857 330 527 
8,592 4,302 4,292 85 and 414 131 283 
8,363 4 '187 4,176 over 
Source: Bureau of Statistics, Office of the Prime Minister, 





6 5 4 2 0 2 4 
Source: Bureau of Statistics, Office of the Prime Minister, 
Statistical Handbook of Japan, p. 108. 
































































X = special training 
school 
~ = miscellanepus 
school 


























Source: Bureau of Statistics, Office of the Prime Minister, 
Statistical Handbook of Japan, p. 126 (1977). 












STUDENT ENROLLMENT, NUMBER OF GRADUATES, AND NUMBER OF 
JUNIOR COLLEGES IN JAPAN (1950-1970) 
Increased Increased 




Enrollment (%) Graduates (%) Schools 
15,098 12,640 149 
77,885 ' 516 28,408 210 264 
83,457 108 30,401 107 280 
147,563 177 55,728 183 369 
263,668 194 114,803 206 479 
309,360 117 I 125,593 189 500 
330,360 125 130,786 106 505 
353,782 114 140,938 105 513 
364,880 103 150,863 107 511 
Source: Research and Statistics Division and Technical Educa-
tion Division Higher Education Bureau, Minister's 
Secretariat, Ministry of Education. nasic Statistical 









STUDENT ENROLLMENT, NUMBER OF GRADUATES, AND NUMBER OF 
TECHNICAL COLLEGES IN JAPAN (1965-1976) 
Increased Increased 
Student Ratio Number of Ratio 
Enrollment (%) Graduates (%) 
22,208 7,465 
44,314 200 10' 318 132 
48,288 129 9,908 96 
48,391 104 10,006 110 
47,955 99 9,540 95 











Source: Research and Statistics Division and Technical Education 
Division, Higher Education Bureau, Minister's Secre-
tariat, Ministry of Education, Basic Statistical Survey 










TAIBLE XXXII I 
STUDENT ENROLLMENT, NUMBER OF GRADUATES, AND NUMBER OF 
COLLEGES AND UNIVERSITIES IN JAPAN (1970-1976) 
Increased Increased 
Student Ratio Number of Re.tio 
Enrollment (%) Graduates (%) 
224,903 1 ,858 
523,355 232 94,735 501 
626,421 140 119,809 126 
937,556 186 162,349 186 
1 ,406, 521 188 240,921 148 
1 ,659,338 108 300,135 124 
I 
1 ,734,082 118 313,072 104 













Source: Research and Statistics Division and University Education 
Division, Higher Education Bureau, Minister•s Secretariat, 
Ministry of Education, Basic Statistical Survey on Edu-
cation, p. 599, 1977 (excluding specialized courses in 
Medicine and Dentistry). 
TABLE.XXXIV 
STUDENT ENROLLMENT AND NUMBER OF GRADUATES OF GRADUATE SCHOOLS 
IN JAPAN (1950-1976) 
Masters Doctors 
Ratio Ratio Ratio 
115 
Ratio 









C!,037 1 '137 
8,305 92 7,429 635 
16 '771 202 4,790 11 ,683 157 2,061 
27,714 115 9,415 197 13 '243 92 3,152 153 
32,030 116 13,832 147 14,385 109 2,752 87 
33,560 105 13 '505 98 14,904 104 2,882 105 
36 '160 108 13,349 99 15' 096 1C5 3,082 107 
. Source: Research and Stati sties Di vi sian and University Education 
Division, Higher Education Bureau, Minister•s Secretariat, 
Ministry of Education, Basic Statistical Survey on Educa-
tign, p. 5~2, 1977 (excluding spec~alized courses of · 
Medicine and Dentistry). 
TABLE xxxv· 
STUDENT ENROLLMENT IN COLLEGES AND UNIVERSITIES 
BY COURSES OF STUDY (1976) 
Admitted 
Student Students 
Course of Study Enrollment (Freshmen) 
Total 1 ,702,235 420,616 
Humanities 223,462 54,225 
Social Science 707,314 175,639 
Physical Science 51,543 12 '299 
I 
Engineering 339,713 81 ,682 
Agriculture 59,922 14,238 
Medicine 
He a 1 th Dentistry 98,253 20,162 
Pharmacology 
Merchantile Marine 1,882 361 
Home Economics 30,488 8,049 
Education 126,259 32,912 
t.\rts 40,588 10,532 
















Source: Research and Statistics Division and University Education· 
Division, Higher Education Bureau, Minister's Secretariat, 
Ministry of Education, Basic Statistical Survey on Educa-
tion, p. 580, 1977. 
TABLE XXXVI 



































1974 1975 1976 
22,178 23,003 24,364 
10,006 9,540 9,581 
45:<, 411. 38% 
329,B6o 379,166 391,669 
164 ,077 174,930 174,683 
50% 46% 45% 







Number of M 5, 777 
Applicants~ 2,778 
Number· M 3 ,460 
Admitted IT 2,223 
Percentage ~1 60% 
















































519,276 600,241 628,340 
20% 22% 20% 19% 
Source: Research and Statistics Division and University Education 
Division Higher Education Bureau, Minster s Secretariat, 
Ministry of Education, Basic Statistical Survey on Education, 














1965 1970 1973 1974 













Source: Research and Statistics Division and University Education 
Division, Higher Education Bureau, Ministries Seeretariat, 
Ministry of Education, Basic Statistical Survey on Edu-
cation, pp. 558-580 (1977). 
Figure 6. Ratio of Student Acceptance to Japanese Junior 
College, Technical College, College and Univer-
sity, and Graduate School 
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TABLE.XXXVII 
GRADUATE STUDENTS BY COURSE OF STUDIES {1976) 
Master Courses Doctoral Courses --- Percentage Percentage 
Students Admitted of Students Admitted of 
Course of Study Enrolled Applicants Admission Enrolled Applicants Adm;ssion . 
---·----- --· 
Total 36,160 16 '941 38% 15,696 4,466 74% 44,364 I 6,055 
Human and Cultural 5,951 2,144 34% 2,528 684 61% Science 6,255 1 '114 
Social Science 4,647 1 , 916 24% 2,235 569 51% 1,894 l,Tio 
Physical Sc i ence 3,519 1 ,736 26% 2,579 745 84% 6,801 889 . 
· ng i neer i ng 15,309 7,875 49% 2,543 774 83% T6--;o84. 933 
Agriculture 3,016 ]_246 47% 1 ,06~ 297 84% 3,26T 353 
Health 1 ,l 04 547 51% 4,160 1,233 85% 1,006 1 ,446 
Merchant Vessels 47 26 74% 35 
Home Economics 232 99 48% 15 9 75% 205 T2 
Physical Education 1 ,299 583 37% 551 150 79% 1 ,505 T§O 
Arts 1 ,036 409 39% 26 5 63% l '198 8 
---·----~-~---------··--·------ .. ~--·-·--------
Source: Research and Statistics Division and University Education Division, H.igher 
Education Bureau, Minister's Secretariat, Ministry of Education, Basic 









TOTAL NUMBER OF APPLICANTS, ADMISSIONS, ENROLLMENT, AND GRADUATES IN 
HIGHER EDUCATION IN JAPAN (1965-1976) 
1965 1970 1973 1974 1975 
1,429,719 2,256,546 2,573,922 2,712,649 3,214,903 
348,235 427,129 519,276 600,241 628,340 
1,135,780 1,755,460 1 ,908,047 2,084,504 2,184,283 











TOTAL NUMBER OF STUDENT ENROLLMENTS AND GRADUATES OF HIGHER 
EDUCATION IN JAPAN (1950-1976) 
-- --~·-~- --~·-··--·· .--
College 
Technical Junior and Graduate School 
Year College College University M D Total 
-------- ----------·-
Total Enrollment 15,098 234,923 250,021 
1950 
Graduates 12,646 1 ,858 14,504 
Total Enrollment 77,885 523,355 9,037 1 '137 611,414 
1955 
Graduates 28,407 94,735 123,142 
Enrollment 
1960 
83,457 626,421 8,305 7,429 725,612 
Graduates 30,401 ll9 ,809 150,210 
Lnrollment 22,208 147,563 
1965 
937,555 16,771 11 ,683 1 ,135,780 
Graduates 7,465 55,728 119,809 4,792 2,061 189,855 
Enrollment 44,314 263,668 
1970 
1 ,406,521 27,714 13,234 1 ,755,460 
Graduates 10,318 ll4 ,803 240,921 9,415 3 '152 378,609 
lnro llment 48,288 309,360 
1973 
1 ,506,821 19,716 13,862 1,908,047 
Graduates 9,908 125,593 287,726 11 ,316 2,481 459,424 
rnrollment 68,391 330,360 
1974 
1,659,338 32,030 14,385 2,084,504 
Graduates 10,006 130,786 300,135 13,832 2,752 457,511 
Enrollment 47,955 353,782 
1975 
1 ,734,082 33,560 14,904 2,184,283 
Graduates 19,540 140,938 313,072 13,505 2,882 479,937 
l:nro llment 47,055 314,880 
1976 
1,791,786 36,160 15,696 2,255,577 
Gr·ildua tf's 9,581 150,863 326,167 13,349 3,082 503,042 
Source: Research and Statistics Division and University Education Division, Higher Edu-
cation Bureau, Minister's Secretariat, Ministry of Education, Basic Statistical 
Survey.on Education, pp. 558-580, 1977. 
100,000 
32 r::J Number of applicants 
31 
30 fij{) Number admitted 
29 
28 ~Total enrollment 
27 Bm 


























1965 1970 1973 
122 
1974 . 1975 1976 
Source: Research and Statistics Division and University Education 
Division, Higher Education, Bureau of Ministries Secretariat, 
Ministry of Education, Basic Statistical Survey on Education, 
pp. 558-562 (1977). 
Figure 7. Ratio of Applicants, Admitted E~rollment, and Number of 
Graduates of Higher Education in Japan 
APPEND'IX E 
THE UNEMPLOYMENT RATIO OF GRADUATES OF HIGHER 
EDUCATION IN JAPAN 
123 
TABLE XXXX 
TOTAL NUMBER OF JAPANESE TECHNICAL COLLEGE GRADUATES, NUMBER 
OF EMPLOYED AND UNEMPLOYED, AND PERCENTAGE OF 
UNEMPLOYED FROM 1965 TO 1975 
124 







Graduates Working Occupation Unemployed 
433 432 1 2% 
6,282 6 '191 91 1% 
8,100 7,900 200 3% 
8,346 8,289 357 4% 
8,578 8,046 532 6%. 
Source: Bureau of Employment Security, Minstry of Labor, Report on 
Emhlolment Service, p. 578, 1976. M1nistry of Education, 
Sc oo Basic Survey, pp. 368-372, 1976. 
TABLE XLI . 
TOTAL NUMBER OF JAPANESE JUNIOR COLLEGE GRADUATES, NUMBER OF 
EMPLOYED AND UNEMPLOYED, AND PERCENTAGE OF UNEMPLOYED 
FROM 1965 TO 1975 
125 







Graduates Working Occupation Unemployed 
55,371 39,382 15 '989 29% 
117,512 95,582 21,930 19% 
130,786 111 ,871 18 '915 15% 
140,938 115,891 25,047 18% 
150,863 118,928 31,935 23% 
I 
Source: Bureau of Employment Security, Ministry of Labor, Report 
on Emplo~ment. Service, p. 578, 1976. Ministry of Educa-
tion, Sc ool Basic Survey, pp. 368-372, 1976. 
126 
TABLE XU I 
TOTAL NUMBER OF JAPANESE COLLEGE AND UNIVERSITY GRADUATES, NUMBER 
OF EMPLOYED AND UNEMPLOYED, AND PERCENTAGE OF UNEMPLOYED 
FROM 1965 TO 1975 
; 







Graduates Working Occupation Unemployed 
178,279 165,739 12,540 17% 
272,949 250,998 21 ,951 18% 
300' 135 277,375 22,760 18% 
313,072 282,264 30,808 19% 
326,167 288,361 37,809 12% 
Source: Bureau of Employment Security, Ministry of Labor, Report 
on Employment Service, p. 578, 1976. Ministry of Educa-
tion, School Basic Survey, pp. 368-372, 1976. 
TABLE XLI I I 
TOTAL NUMBER OF JAPANESE GRADUATE SCHOOL GRADUATES, NUMBER OF 
EMPLOYED AND UNE~PLOYED, AND PERCENTAGE OF UNeMPLOYED 
FROM 1965 TO 1975 







Graduates Working Occupation Unemployed 
8,344 7,339 1 ,005 12% 
13,794 12,057 1, 737 13% 
16,589 14,860 1 '729 10% 
16,387 14,450 1 ,937 12% 
16,431 13,790 2,641 16% 
Source: Bureau of Employment Security, Ministry of Labor, Report 
on Employment Service, p. 578, 1976. Ministry of Educa-
tion, School Basic Survey, pp. 368-372, 1976. 
127 
TABLE XLIV 
TOTAL NUMBER OF JAPANESE HIGHER EDUCATION GRADUATES, NUMBER OF 
EMPLOYED AND UNEMPLOYED, AND PERCENTAGE OF UNEMPLOYED 
FROM 1965 TO 1975 
128 







Graduates Working Occupation Unemployed 
242,427 212,892 29,535 12% 
410,537 364,828 47,909 11% 
455,613 412,006 43,607 9% 
478,743 420,894 57,849 12% 
502,039 429,125 72,914 15% 
Source: Bureau of Employment Security, Ministry of Labor, Report 
on Employment Service, p. 578, 1976. Ministry of Educa-






lljl Unemployed Japanese Technical College Graduates 
~~~ Unemployed Japanese Junior College Graduates 
Ill Unemployed Japanese College and University Graduates 
:::::: Unemployed Japanese Graduate School Graduates 
(:;::J Unemployed Overall Japanese Higher Education Graduates 
1965 1970 1973 1974 1975 
Source: Bureau of Security, Ministry of Labor, Report on Unemployment 
Servic~, p. 578, 1976. Ministry of Education School Basic 
Survey, pp. 368-372 (1976). 
Figure 8. Ratio of Unemployed Among Newly Graduated Individuals 
From Technical College, Junior College, College and 
University, and Graduate School 
APPENDIX F 
REGRESSION RESULTS OF AGGREGATE EARNINGS EQUATION 
USING 1969 DATA FOR THE UNITED STATES AND 
1969 TO 1977 DATA FOR JAPAN 
130 
TABLE XLV:. 
REGRESSION RESULTS OF AGGREGATE EARNINGS EQUATIONS WITH 
RESPECT TO THE DIFFERENT LEVELS OF EDUCATION 
AND YEARS OF EXPERIENCE 
The United States Japan 
Cons't. 1 . 1 589 1.4389 (22.026) (18. 166) 
JH -0.3690 -0.3841 (6. 067) (5.838) 
Education SH -0.2755 -0.2766 
(4.528) (4.203) 
I 
JC 0. 2110 -0.1127 Level (3.440) (1. 668) 
10 yrs 0.1377 -0.8912 (2.6301) (15.532) 
Experience 
20 yrs 0.0433 -0.4162 (0.817) (7.525) 
R2 0.241 0.463 
N 119 155 
3 2 
Notes: Notations other than Cons•t. and Experience dummies 
are the same as in Table 
1) Cons•t. represents wage or salary of those with 
college degrees and also 30 years of experience. 




REGRESSION RESULTS OF AGGREGATE EARNINGS E~UATIONS WITH 











}~ Ed; + u 
i = 1 





















Notes: 1) Figures in parentheses are t-ratio. 
2) Cons•t. represents wage o~ salary of those 
with college degree. R = coefficient 
of determination adjusted for the degree 
of freedom; N donat~s sample size. 
3) JH, SH, JC represent Junior High School; 




REGRESSION RESULTS OF AGGREGATE EARNINGS 
EQUATIONS WITH RESPECT TO THE DIFFERENT 
LEVELS OF EDUCATION, YEARS OF EXPER-
IENCE, AND THE INTERACTION EFFECTS 
OF LEVELS OF EDUCATION AND YEARS 
OF EXPERIENCE 
---·---·--
The United States Japan 
T-·· ------·------
Cons't. 1.2030 1.4982 (15.973) (15.635) 
JH -0.4328 -0.6860 (4.064) (5.471) 
Education SH -0.3533 -'l.3003 (3.395) (2.711) 
Level JC -0.2427 -0.1016 (2.378) (0.883) 
10 yrs -0.2764 -1.0302 (2.595) (9.139) 
Experience 
20 yrs. 0.0497 -0.4636 (0.466) (4.113) 
JH 0.2010 0.4316 
10 yrs (1.335) (2.699) 
JH -0.0094 O.l534 
20 yrs (0.062) (1.617) 
Interaction SH 0. 2126 0.1107 
10 yrs (1.428) (0. 7071) 
Effects SH 0.0236 -0.0469 20 yrs (0.156) (0.293) 
JC 0.1380 0. 0051 
10 yrs (0.916) (0. 031) 
JC -0.0458 -0.0389 
R2 
20 yrs (0.300) (0.239) 
0.339 0.814 
N 119 115 
3 2 3 
v ~ bo + b1 ~ Edi + b2 E Ed; + b3 E Ed1Exi + u 
i =1 i =1 i =1 
Notes: Notations other than Cons't. and Interaction effects, 
durrmies are the same as in Table XXIII. 
1) Cons't. represents wage or salary of those with college 
degrees, 30 years experience, and also includes the 
interaction effect of education and years of exper-
ience. 
2) JH and 10 yrs represents Junior High School degree and 
10 years of experience. JH and 20 yrs represents 
Junior High School and 20 years of experience. SH 
and 10 yrs represents Senior High School and 10 years 
of experience. SH and 20 yrs represents Senior High 
s~hool and 20 yrs of experience. JC and 10 yrs 
represents Junior College and 10 yrs of experience. 




REGRESSION RESULTS OF AGGREGATE EARNINGS 
EQUATIONS WITH RESPECT TO THE DIFFERENT 
LEVELS OF EDUCATION, YEARS OF EXPER-
IENCE, THE INTERACTION EFFECT OF 
LEVELS OF EDUCATION AND YEARS OF 
EXPERIENCE AND SECTOR OF 
INDUSTRIES 
The United States Japan 
Cons't. 1.2637 1.3749 (17.953) (10.343) 
JH -11.4328 -0.5991 
Education (4. 528) (5.782) 
SH -0.3564 -0.296 (3.815) (2.854) 
Level -0.2427 -0.1068 JC (2.538) (0.992) 
10 yrs -0.2764 -1.030 (2.892) (9.770) 
Experience 
20 yrs 0.0497 -0.465 (0.519) (4.399) 
JH -0.2010 0.4167 
10 yrs (1.487) (2.786) 
JH -0.0094 0.2410 
20 yrs (0.070) (1 ;642) 
Interaction 
SH 0.2159 0.1134 
10 yrs (1.615) (0.774) 
SH 0.0307 -0.0411 
Effects 20 yrs (0.227) (0.274) 
JC 0.1380 0.0019 
10 yrs (1.021) (0.012) 
JC -0.0391 -0.0374 
20 yrs (0.285) (0.245) 
Primary -0.265 0.0193 
Sector of (5.134) (0.191) 
rndustry 
Secondary -0.0250 0.2212 (0.554) (2.191) 
R 0.478 0.840 
N 119 155 
Notes: Notations other than Cons't. and Sector of Industry d~a~ies 
are the scune as in Table XXIV. . 
1) Cons't. represents wage or salary of those with college 
d~rees, 30 years of exper1.ence, and also i.nclude th 
illta~cttoll a(fect ·~nd ·holdtng·~ Job tn terttllr)t· · 
irwtustry. 
2) Primary indicates pri11111ry in industry, which originally 
includes agriculture, forestry, and pastoral producer, 
in SOllie versions, as 111lning, 
Secondary indicates secondary industry, such as ~~~anufac­
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